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CONGRATULATORY RESOLUTIONS 

S.R. 171 - By Ellis: Extending congratulations to attorney Singleton B. 
McAllister on her election to partnership in the firm of Reed Smith Shaw and 
McClay. 

S.R. 172 - By Parker: Extending gratitude to physicians Robert Ojemann, 
Michael McKenna, Jeffery Terrell, Laurie Shapiro, Mack Cheney, and Daniel 
Townsend for care given to Kari Lynn McDonald; and to her husband, Ian Lynn, 
for his commitment and support. 

S.R. 173 - By Parker: Recognizing Mr. Charles Johnson for his notable 
contributions to the American Association of Retired Persons for the past 10 years. 

S.R. 174- By Parker: Joining with the Veterans of Foreign Wars Post 1839 
in honoring Louise Reid at a festive homecoming in Cleveland, Texas. 

S.R. 175- By Moncrief: Extending best wishes to Colonel Angel M. Rivera 
upon his retirement after 26 years of service as a member of the United States Air 
Force Reserve Officer Training Corps. 

ADJOURNMENT 

On motion of Senator Brooks, the Senate at 5:02 p.m. adjourned until 
11:30 a.m. tomorrow. 

EIGHTEENTH DAY 
(Wednesday, August 7, 1991) 

The Senate met at 11:30 a.m. pursuant to adjournment and was called to order 
by the President. 

The roll was called and the following Senators were present: Armbrister, 
Barrientos, Bivins, Brooks, Brown, Carriker, Dickson, Ellis, Glasgow, Green, Haley, 
Harris of Tarrant, Harris of Dallas, Henderson, Johnson, Krier, Leedom, Lucio, 
Lyon, Moncrief, Montford, Parker, Ratliff, Rosson, Sibley, Sims, Tejeda, Truan, 
Turner, Whitmire, Zaffirini. 

A quorum was announced present. 

The Reverend Dr. James D. Rigby, St. Andrew's Presbyterian Church, Austin, 
offered the invocation as follows: 

Lord, we pray for people in power. It is easy to feel righteous when we don't 
have real power. It is easy to feel pure when we are not faced with real choices, such 
as embracing the lesser of two evils or rejecting the lesser of two goods. 

So, for every man and woman in the Texas Senate, we pray this day for wisdom, 
for courage, and for inner peace. Amen. 

On motion of Senator Brooks and by unanimous consent, the reading of the 
Journal of the proceedings of yesterday was dispensed with and the Journal was 
approved. 
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SENATE BILlS AND RESOLUTION ON FIRST READING 

The following bills and resolution were introduced, read first time and referred 
to the Committee indicated: 

S.C.R. 17 by Glasgow Administration 
Requesting the lieutenant governor and speaker of the house of representatives to 
establish a special interim committee to study agricultural and nonpoint source 
pollution problems. 

S.B. 99 by Glasgow Jurisprudence 
Relating to the assignment of certain former district judges as visiting judges. 

S.B. 100 by Ratliff Administration 
Relating to the disposition of the Morris County Hospital District's assets and 
liabilities on dissolution. 

S.B. 101 by Ellis State Affairs 
Relating to primary elections held in the year following issuance of the federal 
decennial census. 

S.B. 102 by Glasgow, Harris of Tarrant State Affairs 
Relating to the amended or supplemental designation of, and to local restrictions 
on, the premises on which alcoholic beverages may be sold. 

MESSAGE FROM THE HOUSE 

HONORABLE BOB BULLOCK 
PRESIDENT OF THE SENATE 

House Chamber 
August 7, 1991 

SIR: I am directed by the House to inform the Senate that the House has passed 
the following: 

S.C.R. 14, In memory of Elmer H. Danner. 

Respectfully submitted, 

BETTY MURRAY, Chief Clerk 
House of Representatives 

CONFERENCE·COMMITTEE REPORT 
ON HOUSE BILL 7 

Senator Brooks submitted the following Conference Committee Report: 

Honorable Bob Bullock 
President of the Senate 

Honorable Gibson D. "Gib" Lewis 
Speaker of the House of Representatives 

Sir: 

Austin, Texas 
August?, 1991 

We. your Conference Committee, appointed to adjust the differences between the 
Senate and the House of Representatives on H.B. 7 have met and had the same 
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under consideration, and beg to report it back with the recommendation that it do 
pass. 

BROOKS 
MONCRIEF 
KRIER 
HARRIS OF TARRANT 
LUCIO 
On the part of the Senate 

VOWELL 
DELCO 
LINEBARGER 
WILLIAMSON 
BARTON 
On the part of the House 

The Conference Committee Report was read and was filed with the Secretary 
of the Senate. 

(Senator Armbrister in Chair) 

MESSAGE FROM THE HOUSE 

House Chamber 
August?, 1991 

HONORABLE BOB BULLOCK 
PRESIDENT OF THE SENATE 

SIR: I am directed by the House to inform the Senate that the House has passed 
the following: 

The House has refused to concur in Senate amendments to H.B. 6 and has 
requested the appointment of a Conference Committee to consider the differences 
between the two Houses. The following have been appointed on the part of the 
House: Cavazos, Chair; Counts, Brimer, Juncll, S. Thompson. 

Respectfully submitted, 

BETTY MURRAY, Chief Clerk 
House of Representatives 

CONFERENCE COMMITTEE REPORT 
ON HOUSE BILL 9 

Senator Glasgow submitted the following Conference Committee Report: 

Honorable Bob Bullock 
President of the Senate 

Honorable Gibson D. "Gib" Lewis 
Speaker of the House of Representatives 

Sir: 

Austin, Texas 
August 7, 1991 

We, your Conference Committee, appointed to adjust the differences between the 
Senate and the House of Representatives on H.B. 9 have met and had the same 
under consideration, and beg to report it back with the recommendation that it do 
pass. 

GLASGOW 
GREEN 
HALEY 
LEEDOM 
ZAFFIRINI 
On the part of the Senate 

CAIN 
EDWARDS 
BLACK 
PIERCE 

On the part of the House 
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The Conference Committee Report was read and was filed with the Secretary 
of the Senate. 

(President in Chair) 

GUEST PRESENTED 

The President acknowledged the presence of former Senator and Member of 
the House of Representatives Bill Moore of Bryan, Texas. 

The Senate welcomed Senator Moore. 

SENATE RESOLUTION 182 

Senator Ellis offered the following resolution: 

WHEREAS, The State of Texas lost one of its most outstanding citizens with 
the death of United States Congressman Mickey Leland on August 7, 1989; and 

WHEREAS, It is appropriate on the second anniversary of Mr. Leland's death 
that the Texas Legislature pause to commemorate his life and to note his 
exceptional achievements; and 

WHEREAS, Born November 27, 1944, Mickey Leland graduated from Phyllis 
Wheatley High School in Houston in 1963 and from Texas Southern University in 
1970 with a bachelor of science degree in pharmacy; and 

WHEREAS, He began his meteoric career as a member of the Texas 
Legislature from 1973 to 1978, representing the 88th District in the House of 
Representatives; he was then elected to the United States House of Representatives 
in November, 1978, and was reelected to each successive Congress until his death~ 
and 

WHEREAS, In his first term with the United States House of Representatives, 
he served as Freshman Majority Whip for the 96th Congress, and in the 97th 
Congress, he served as Majority Whip At-Large; he was then selected to be an 
At-Large Whip to the 100th Congress and to the IOlst Congress of 1989-1990; and 

WHEREAS, Appointed to the distinguished position of Chairman of the 
House Select Committee on Hunger, Congressman Leland presided over studies on 
domestic and international hunger and malnutrition and played an important role 
in reviewing and fostering relevant legislation; and 

WHEREAS, Talented and knowledgeable in many areas, Mr. Leland also 
served on the Committee on Post Office and Civil Service and was a member of the 
Committee on Energy and Commerce where he served on the Subcommittees of 
Telecommunications and Finance, Health and the Environment, and Energy and 
Power; and 

WHEREAS, Congressman Leland's notable achievements included 
introducing legislation which led to the creation of a program to assist households 
unable to afford telephone service, Link-Up America, and helping to secure $1.36 
million in federal funding for the State of Texas to use in the Women, Infants, and 
Children Program; and 

WHEREAS, He also introduced the Homeless Persons' Survival Act, authored 
language in the School Lunch and Child Nutrition Amendments, cosponsored The 
Federal Equitable Pay Practices Act, and introduced a bill requiring the United 
States Postal Service to spend at least 15 percent of all contract dollars on 
contracting with disadvantaged business concerns; and 

WHEREAS, He served as Chairman of the Congressional Black Caucus for the 
99th Congress, introduced legislation to provide low-income mothers of infants and 
small children with coupons for fruits and vegetables at farmers' markets, and 
through Hands Across America, helped to secure grants of more than $I million 
for the State ofT exas; and 
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WHEREAS, Energetic and generous, Mickey Leland devoted much of his life 
to helping those who were less fortunate; he died tragically in a plane crash on 
August 7, 1989, near Gambela, Ethiopia, while on a humanitarian mission to 
Fugnido refugee camp; and 

WHEREAS, Earnest, dedicated, flamboyant, and successful, Mickey Leland 
was an exemplary achiever whose courageous spirit will continue to live on in the 
many accomplishments he left behind; now, therefore, be it 

RESOLVED, That the Senate of the State of Texas, 72nd Legislature, 1st 
Called Session, hereby honor the memory of Congressman Mickey Leland and pay 
tribute to his life and career; and, be it further 

RESOLVED, That a copy of this Resolution be prepared for his family as an 
expression of high regard from the Texas Senate. 

The resolution was read. 

ELLIS 
JOHNSON 

On motion of Senator Brooks and by unanimous consent, the names of the 
Lieutenant Governor and Senators were added to the resolution as signers thereof. 

On motion of Senator Ellis and by unanimous consent, the resolution was 
adopted by a rising vote of the Senate. 

SENATE RESOLUTION 181 

Senator Haley offered the following resolution: 

WHEREAS, The Senate of the State of Texas takes pride in recognizing Floyd 
Yancy for his selection as the 1991 recipient of the Distinguished Service Award, 
the highest recognition given by the National Association of County Agricultural 
Agents; and 

WHEREAS, The Distinguished Service Award is an annual award presented 
to county agents throughout the nation for their outstanding contributions to the 
field of agriculture and related areas; and 

WHEREAS, Mr. Yancy is a graduate of Prairie View A&M University and 
received a master's degree in agricultural education and sociology from Texas A&M 
University; and 

WHEREAS, Well known for his expertise and dedication to his profession, he 
has served for 28 years with the Texas Agricultural Extension Service of the Texas 
A&M University System and is currently the Angelina County Extension Agent; 
and 

WHEREAS, An acclaimed leader in his field, Floyd Yancy has worked with 
commodity groups and businesses in promoting and marketing horticulture crops 
and has developed programs in beekeeping, pasture and forage, weaning weights of 
beef calves, and farm pond catfish production; and 

WHEREAS, Active in the community, he organized a County Farmers Market 
Association and was largely responsible for organizing the 4-H program in Angelina 
County and numerous programs for the Angelina County senior citizens; and 

WHEREAS, Mr. Yancy is resourceful and committed to excellence and his 
many notable accomplishments undoubtedly will be of significant benefit to the 
welfare and future of our state; now, therefore, be it 

RESOLVED, That the Senate of the State of Texas, 72nd Legislature, 1st 
Called Session, hereby commend Mr. Aoyd Yancy for his exceptional achievements 
and congratulate him on receiving the Distinguished Service Award; and, be it 
further 
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RESOLVED, That a copy of this Resolution be prepared for him as a token 
of esteem from the Texas Senate. 

The resolution was read and was adopted by a viva voce vote. 

GUESTS PRESENTED 

Senator Haley was recognized and introduced Floyd and Virginia Yancy to the 
Senate. 

The Senate welcomed Mr. and Mrs. Yancy. 

(Senator Glasgow in Chair) 

GUEST PRESENTED 

Senator Truan was recognized and introduced a distinguished former Member 
of the House of Representatives, Dr. Arnold Gonzales of Corpus Christi. 

The Senate welcomed Dr. Gonzales. 

GUESTS PRESENTED 

Senator Brooks was recognized and introduced Harris County District Judge 
John H. Kyles of the 208th State District Court. 

The Senate welcomed Judge Kyles. 

Senator Brooks also introduced a delegation of the Harris County Democrats: 
Chairman Ed Cogburn, and The Honorable Billie Carr, Deputy Party Leader and 
current District Leader of the Nationa1 Democratic Committee. 

The Senate welcomed these guests. 

(President in Chair) 

GUESTS PRESENTED 

Senator Tejeda was recognized and introduced the following recipients of the 
Purple Heart, who are here in recognition of August 7, 1991, as Purple Heart Day 
and in celebration of the medal's 209th anniversary: Patriots Frank Elmore, South 
Houston Texas State Commander and Mrs. Marie Elmore, Ladies Auxiliary 
member; Larry B. Mercer, Legislative Officer, State of Texas and Alamo Chapter 
Commander, San Antonio, Texas; Oscar Del Castillo, National Executive 
Committeeman and past Commander of the Alamo Chapter of the Purple Heart; 
Mona Del Castillo, Ladies Auxiliary President for the Alamo Chapter; Manuel 
Tijerina, Veterans Affairs Volunteer Service Officer; Mrs. Dolores Tijerina, 
Secretary of the Ladies Auxiliary; and Patriot Marvin Stcitcle and Mrs. Posey 
Steitele. 

The Senate expressed a warm welcome to these guests. 

An enrolled copy ofS.R. 145, previously adopted by the Senate on August 2, 
1991, was prepared for the occasion. 

(Senator Ratliff in Chair) 

CAPITOL PHYSICIAN 

Senator Sims was recognized and presented Dr. Ernie Lamar Sandidge of 
McCamey as the "Doctor for the Day." 



508 SENATE JOURNAL-FIRST CALLED SESSION 

The Senate welcomed Dr. Sandidge and thanked him for his participation in 
the "Capitol Physician" program sponsored by the Texas Academy of Family 
Physicians. 

(President in Chair) 

CONFERENCE COMMITTEE ON HOUSE BILL 6 

Senator Harris of Dallas called from the President's table for consideration at 
this time the request of the House for a Conference Committee to adjust the 
differences between the two Houses on H.B. 6 and moved that the request be 
granted. 

The motion prevailed. 

The President asked if there were any motions to instruct the Conference 
Committee on H.B. 6 before appointment. 

Senator Parker submitted a Motion in Writing to instruct the Conference 
Committee on H.B. 6 and requested a full reading of the Motion in Wrlting. 

On motion of Senator Brooks and by unanimous consent, the full reading of 
the Motion in Writing was dispensed with. 

THE TEXAS SENATE 
SUBCOMMITH;E ON INSURANCE 

August 6, 1991 

MOTION IN WRITING TO INSTRUCT CONFERENCE COMMITTEE 

I move to instruct the Conference Committee appointed to resolve the difference 
in H.B. 6 to include the amendments attached hereto in H.B. 6 and, when 
necessary, require the House to submit a resolution to go outside the bounds of 
those matters containec;l in H.B. 6. 

Respectfully submitted, 

(s(Carl A. Parker 

Amendment No. 1 

Amend C.S.H.B. 6 by striking Article I of the bill and substituting the 
following: 

ARTICLE I. GUARANTY FIJNDS AND LIQUIDATION OF INSURERS 
SECTION 1.01. Section I, Article 21.28, Insurance Code, is amended by 

amending Subsection (d) and adding Subsection (g) to read as follows: 
(d) "Liquidator" means "receiver." The term includes the commissioner of 

insurance or the person designated by the commissioner of insurance to act as 
special deputv receiver [State Boa1d of lnsmancc as liquidatm]. 

(g) "Person" means an individual. association, corporation, partnership, or 
other private legal entity. 

SECTION 1.02. Sections 2(a), (d). and (h), Article 21.28.Insuranee Code. are 
amended to read as follows: 

(a) Receiver Taking Charge. Whenever under the law of this State a court of 
competent jurisdiction finds that a receiver should take charge of the assets of an 
insurer domiciled in this State, the commissioner of insurance or a person 
designated by the commissioner under contract [liquidator designated by the State 
Board of Insurance as hereinafter pwvidcd fm] shall act as [be-sadt] receiver. The 
[liquidat01 so appointed] receiver shall forthwith take possession of the assets of 
such insurer and deal with the same in the person's (his] own name as receiver or 
in the name of the insurer as the court may direct. The receiver has the powers 
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specified in this code. A person designated by the commissioner to act as special 
deputy receiver under contract is subject to the performance standards imposed by 
this subsection. The special deputy receiver shall submit monthly written reports 
to the court and commissioner that state the special deputy receiver's business plan 
for the receivership, including expenses incurred in administering the receivership 
during the preceding month and an estimate of those expenses for the succeeding 
month. The report must include a cost~benefit analysis on the expenditure of funds 
other than funds spent for the payment of claims. The business plan report must 
include a budget of monthly expenses that explains any variation from the original 
projection. In addition to the business plan report, the special deputy receiver shall 
submit a monthly report to the commissioner relating to the special deputy 
receiver's activities in administering the receivership. The special deputy receiver 
must submit to performance audits and financial audits on a semiannual basis until 
January I, 1994, and subsequently on an annual basis or more frequently as 
directed by the commissioner. The special deputy reciver must promptly investigate 
and report to the appropriate enforcement authorities any and all information 
relating to possible fraudulent, deceptive, or otherwise unlawful conduct discovered 
in the administration of the receivership. 

(d) Bonds. The receiver shall be responsible[, on his official bond hcJeiuaftci 
pwvidcd fm,] for all assets coming into his possession. The court may require~ [an 
additional] bond, or bonds, from the said receiver, and, if deemed desirable for the 
protection of the assets, may require a bond, or bonds, of any special deputy receiver 
[liquidatm], or other assistant or employee appointed by or under the authority of 
this Article. 

(h) Depositories. Except as provided by this subsection, all [>'rll] money 
collected by the receiver shall be forthwith deposited into the Texas Treasury 
Safekeeping Trust Company in accordance with procedures established by the state 
treasurer. The receiver may deposit the money in any bank, banks, or savings and 
loan association or associations in this State insured by a federal agency that 
provides for deposit insurance if the receiver, in the exercise of sound financial 
judgment, determines that it would be advantageous to do so [which a1c IJJCillbciS 
of the fcdCJal Deposit Iuswancc Cmpmatiou 01 Ftdual Savings and Loan 
Jnsmancc Cmpmation]. The funds collected or realized from the assets of each 
insurer for which the receiver has been appointed shall be accounted for by the 
receiver separately [kept scpatalc and apail] from all other funds. Whenever any 
account in a [an} such] bank or savings and loan association exceeds the maximum 
amount insUred by the appropriate federal agency [said Fedual Deposit lnsmancc 
Cmpmation 01 FcdCJal Savings and b:Jan hiSoiance Cmpmation], the receiver is 
hereby authorized and directed to make such contracts and require such security 
as it may deem proper for the safeguarding of such deposit without [upon] approval 
of the court. 

SECTION 1.03. Section 3, Article 21.2S, Insurance Code, is amended by 
adding Subsection (i) to read as follows: 

(i) Notwithstanding any other provision of this article. if a claim is covered by 
a guaranty fund created under Article 9.48, 21.2S-C, or 21.28-D of this code, the 
receiver shall refer the claim to the appropriate guaranty association for processing. 
Each guaranty association is an insurer for pumoses of insurance claims payments 
and is subject to Section 11.03 Chapter 242, Acts of the 72nd Legislative, Regular 
Session, 1991. 

SECTION 1.04. Section SA, Article 21.2S, Insurance Code, is amended to read 
as follows: 

Sec. SA. SETTLEMENT OF CLAIMS; ABANDONED FUNDS; 
RE-OPENING OF RECEIVERSHIPS. Any and all assets other than cash 
remaining in the receiver's hands after payment of the final dividend may be 
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conveyed, transferred or assigned to the commissioner [State Insaiance LiquidatOI 
and his sucecssms in office,] to be handled as a trust. The commissioner [State 
lnsaiancc Liquidatm] shall have authority to convey, transfer, and assign any assets, 
including causes of action, judgments, and claims, and to settle or release causes of 
action, judgments, claims, and liens on such terms and for such amounts as he 
deems for the best interest of such trust, whether such assets have heretofore or may 
hereafter come into his hands. From proceeds derived from any such assets the 
commissioner or the special deputy receiver (Liquidatm] shall defray the costs 
incident to the sale, settlement, release or other transaction whereby such proceeds 
are obtained, and deliver the remainder to the Board to be deposited by it in trust 
in a special account to be maintained with the State Treasurer to be handled, 
disposed of and used as follows: 

An order directing disposition of such funds may be made by a court of 
competent jurisdiction of Travis County, Texas, upon application of the 
commissioner [Liquidatm], after notice and hearing. Notice shall be posted on the 
courthouse door of said court for at least twenty (20) days before a hearing is had 
on the commissioner's [Liquidatm's] application, and notice shall be published at 
least once, and at least ten ( 10) days prior to the date set for such hearing~ in a 
newspaper of general circulation in Travis County. Such notice shall state the 
amount of the funds and the receivership from which they were derived. It shall be 
addressed to all persons having an interest, as claimant or otherwise, in the assets 
of the particular receivership involved in the application, and shall state generally 
that a hearing shall be had on the date specified for the purpose of determining the 
disposition to be made of such funds, including a declaration that such funds are 
abandoned and the property of the State Board of Insurance. 

If the court finds that funds derived from any receivership are sufficient to 
justify re-opening of the receivership and payment of a dividend, then such may be 
ordered, but otherwise, if such funds arc insufficient for that purpose, the court may 
declare such funds abandoned and a certified copy of such judgment will be 
authority for the Comptroller of Public Accounts to issue a Warrant therefor to the 
State Board of Insurance. The Board shall forthwith deposit such funds in 
accordance with the provisions of Section 2(h) of this Article, except that funds 
derived from one insurer need not be kept separate from funds derived through any 
other insurer. 

Such funds may be used as provided in Section S(j) of this Article. 
SECTION 1.05. Section 9(c), Article 21.28, Insurance Code, is amended to 

read as follows: 
(c) [No] Limitation. Except as otherwise provided by this subsection, each 

[Each] receivership or other delinquency proceeding prescribed by this Article shall 
be administered in accordance with Section 64.072, Civil Practice and Remedies 
Code. To the extent a receivership or delinquency proceeding initiated against an 
insurer applies to claims against a workers' compensation insurance policy or a tide 
insurance policy, the receivership or delinquency proceeding shall be administered 
continuously [heltandu) for whatever length of time is necessary to effectuate its 
purposes, and no[ :-No] arbitrary period prescribed elsewhere by the laws of Texas 
limiting the time for the administration of receiverships or of corporate affairs 
generally shall be applicable thereto. Instead ofthe winding up and distribution of 
a receivership estate of an insurer without capital stock, the court shall order revival 
and reinstatement of the charter. permits, licenses, franchises, and management 
contracts or other control instruments of the insurer if the insurer's remaining cash 
on hand and on deposit, less any outstanding valid and enforceable liabilities, 
exceeds the minimum amount of capital and surplus prescribed for that insurer 
under Article 2.02 or Section I of Article 3.02 of this code. 

SECTION 1.06. Sections ll(a) and (b), Article 21.28, Insurance Code, are 
amended to read a follows: 
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(a) Records Admitted. All books, records, documents and papers of any 
delinquent insurer received by the receiver [liquidatm] and held [by-!rim] in the 
course of the delinquency proceedings, or certified copies thereof, under the hand 
and official seal of the Board andjor receiver [liquidator], shall be received in 
evidence in all cases without proof of the correctness of the same and without other 
proof, except the certificate of the Board and/or receiver [liquidator] that the same 
was received from the custody of the delinquent insurer or found among its effects. 

(b) Certificates. The receiver [liquidatm] shall have the authority to certify to 
the correctness of any paper, document or record of the receiver's [tris] office, 
including those described in (a) of this section, and to make certificates under seal 
of the Board and certified by the receiver [liquidatm] certifying to any fact contained 
in the papers, documents or records of the Texas Department [Liquidation Division 
of the State Board] of Insurance; and the same shall be received in evidence in all 
cases in which the originals would be evidence. 

SECTION 1.07. Section 12, Article 21.28, Insurance Code, as amended by 
Chapter 242, Acts of the 72nd Legislature, Regular Session, 1991, is amended by 
amending Subsections (a), (b), and (c) and adding Subsection (h) to read as follows: 

(a) Special Deputy Receiver (Liquidatm], Bond. A special deputy receiver 
appointed by the commissioner under this article shall file with the commissioner 
a bond in an amount established by the commissioner, payable to the commissioner 
for the benefit of injured parties, and conditioned on the faithful performance of 
the special deputy receiver's duties and the proper accounting for all moneys and 
properties received or administered by the special deputy receiver. [The liquidatm 
hucin named shall be appointed by the State Boatd of Inswancc, and shall be 
subject to ttmoMI by said Board, and bcfvrc cnteting upon the duties ofsaid office, 
shall file with the Boatd a bond in the sum ofTcu Thousand Dullais ($18,868), 
payable to the Boa1d fvt the benefit of injmed pa1 tics, and conditioned upon the 
faithful pufounancc of his duties and the pwpet accounting fm ail moneys and 
pwper ties wcched 01 administetcd by him.] 

(b) Appointments, Expenses. The commissioner may appoint, set the 
compensation of, and contract with one or more qualified special deputy receivers 
to act for the commissioner under this code. In making an appointment under this 
section. the commissioner shall attempt to reflect the ethnic. racial, and geographic 
diversity of the state. A special deputy receiver has all the powers of the receiver 
granted by this code. unless limited by the commissioner. [The Boa1d shalllJaQe the 
powet to appoint and fix the compensation of the liquidator aud of such special 
deputy liquidatms, counsel, cletks, 01 assistants, as it may deem neccssaJy.] The 
payment of such compensation and all expenses ofliquidation shall be made by the 
commissioner (liquidat01] out of funds or assets of the insurer (on appiOQal of the 
Board]. An itemized report of such expenses, sworn to by the commissioner or a 
special deputy receiver [liquidatm aud appm\ltd by the Board], shall be presented 
on a monthly basis to the court [fwm time to time], which account shall be 
approved by the court unless objection is filed thereto within ten ( 10) days after the 
presentation of the account. The objection, if any, must be made by a party at 
interest and shall specify the item or items objected to and the ground of such 
objection. The court shall set the objection down for hearing, notifying the parties 
of the setting. The burden of proof shall be upon the party objecting to show that 
the items objected to are improper, unnecessary or excessive. 

(c) Filing Reports. The receiver [Said liquidatm] shall file reports with the 
Board upon its request showing the operation) receipts, expenditures, and general 
condition of any organization of which the receiver {he] may have charge at that 
time, and, upon request, shall file a copy of said report with the court in which said 
receivership proceeding is pending. The receiver [He] shall also file a final report of 
each organization which [he] has been liquidated or handled showing all receipts 
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and expenditures, and giving a futl explanation of the same and a true statement 
of the disposition of all of the assets of each organization. 

(h) A special deputy receiver appointed by the commissioner serves at the 
pleasure of the commissioner. Unless restricted by the commissioner, a special 
deputy receiver may perform any act on behalf of the commissioner. If expressly 
authorized by the commissioner, a special deputy receiver may employ employees 
and agents, legal counsel, actuaries. accountants, appraisers, consultants, and other 
personnel as the special deputy receiver considers necessary to assist in the 
performance of the receiver's duties. The expenses of employing those persons are 
expenses of the receivership payable out of funds or assets of the insurer. 

SECTION 1.08. Section 12A(a), Article 21.28, Insurance Code, as amended 
by Section 23, Chapter 641, Acts of the 72nd Legislature, Regular Session, 1991, 
is amended to read as follows: 

(a) It is the sense of the Legislature, as necessary to state policy, that facilities 
be immediately and continually available to meet any or all of the requirements of 
preparing for, placing in, continuing or completing any liquidation, rehabilitation, 
reorganization or conservation of insurers, and in order to make such provision and 
to provide that the Liquidator and employees be used for other Insurance 
Department duties when not involved in liquidation or conservation matters, the 
Legislature may make provisions for the Liquidator and employees and their 
expenses, in whole or in part, by making appropriations therefor, or by 
appropriating or permitting use of funds, other than funds or assets of insurers being 
liquidated, rehabilitated, reorganized or conserved, which are received by or made 
available to the Board, or by establishing disappearing or partially or wholly 
reimbursable revolving funds in the Appropriation Acts, notwithstanding any other 
provision of Article 21.28 of Chapter 21 of the Insurance Code. This subsection 
expires January I, 1994. 

(a-1) The provisions of this Act are cumulative of existing law and in the event 
of conflict the provisions of this Act shall govern. 

SECTION 1.09. Section 5(2)A, Article 9.48, Insurance Code, is amended to 
read as follows: 

A. ..Covered claim" is an unpaid claim: 
(i) of an insured which arises out of and 

is within the coverage and not in excess of the applicable limits of a title insurance 
policy to which this article applies, issued or assumed (whereby an assumption 
certificate is issued) by an insurer licensed to do business in this state and covered 
by this article, if such insurer becomes an "impaired insurer" after the effective date 
of this article and the insured real property (or lien thereon) is located within this 
state; 

(ii) against trust funds or an escrow 
account of an impaired insurer which arises due to a shortage of those funds or in 
that account; 

(iii) for which an impaired insurer is liable 
in connection with the fidelity of any agent of that insurer as authorized by Article 
9.49 of this code; or 

(iv) against trust funds or an escrow 
account of an impaired agent which arises due to a shortage of those funds or in that 
account and which shall be paid only from funds derived from guaranty fees and 
not from assessments. 

A "covered claim" [lndividua:l "wwcted claims"] under Subparagraphs (i) and 
(iii) of this paragraph shall be limited to the lesser of $250,000 per claimant or 
$250,000 per policy [aad shall not include any amount in excess of $256,666 pet 
claimant]. The amount of a "covered claim" under Subparagraph (ii) and [or] (iv) 
of this paragraph is the amount of the unpaid claim up to and not to exceed, the 
.lesser ofj: 
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((ij] the amount of funds actually 
delivered to the impaired insurer or agent as trust funds or an escrow account for 
each claimant in a transaction from which the claim arises[;] or 

((it)] $250,000 per claimant, provided 
that the cumulative amount of covered claims arising from one transaction may not 
exceed $250.000. 

SECTION LIO. Article 9A8, Insurance Code, is amended by adding Section 
6A to read as follows: 

Sec. 6A. DEPOSIT OF ASSESSMENTS. All assessments collected by the 
association may be deposited into the Texas Treasury Safekeeping Trust Company 
in accordance with procedures established by the state treasurer. The funds 
deposited shall be accounted for separately from all other funds by the state treasurer 
to the association. 

SECTION Lll. Section 7, Article 9,48, Insurance Code, is amended to read 
as follows: 

Sec. 7. ASSESSMENTS [ADMINIS'fRA'fiON]. @) Whenever the 
commissioner determines that an insurer or agent has become impaired, the 
receiver appointed in accordance with Article 21.28 of the lnsurance Code or the 
conservator appointed under the authority of Article 21.28-A or Article 9.29 of the 
Insurance Code shall promptly estimate the amount of additional funds needed to 
supplement the assets of the impaired insurer or agent immediately available to the 
receiver or the conservator for the purpose of making payment of all covered claims 
and administrative expenses. The receiver or conservator sha11 advise the board of 
those estimates. 

(b) The a-ssociation shall assess insurers amounts necessary to pay the 
obligations of the association under this article subsequent to an insolvency, the 
expenses of handling covered claims subsequent to an insolvency. and other 
expenses authorized by this article. The assessments of each member insurer shall 
be in the proportion that the net direct written premiums of the member insurer 
for the calendar year preceding the assessment bears to the net direct written 
premiums of all member insurers and for the calendar year preceding the 
assessment. Each member insurer shall be notified of the assessment not later than 
30 days before it is due. No member insurer may be assessed in any year an amount 
greater than two percent of that member insurer's net direct written premiums for 
the calendar year preceding the assessment. If the maximum assessment, together 
with the other assets ofthe association. does not provide in any one year an amount 
sufficient to make all necessary payments, the funds available shaH be prorated and 
the unpaid portion shaH be paid as soon thereafter as funds become available. 

(c) The association may exempt or defer, in whole or in part, the assessment 
of any member insurer if the assessment would cause the member insurer's financial 
statement to reflect amounts of capital or surplus less than the minimum amounts 
required for a certificate of authority by any jurisdiction in which the member 
insurer is authorized to transact insurance. During the period of deferment, no 
dividends may be paid to shareholders or policyholders. Deferred assessments shall 
be paid when such payment will not reduce capital or surplus below required 
minimums. These payments shall be refunded to those companies receiving larger 
assessments bv virtue of such deferment, or at the election of any such companv. 
credited against future assessments [and the bomd shall mak:e available fwm tile 
appmp1 iatc account maintained by the associatiou funds sufficient to enable the 
Jecchu 01 COIISCI vatOJ to ca11y out an efficient pmgmm of paying the coveted 
clai I its and administtati vc expenses of the impaired iitSatcr 01 agent. Tl1c boa1d shall 
mak:c additional funds ae;;ailable as the actual need fm those funds a1 iscs fot each 
impaited insmct 01 agent 
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[If the board has dctcunined that additional funds arc needed in the 
adnJiriishativc or title account it shall ad vise tilt wmmissionti w!Jo shall make socii 
assessments as nta:s: be needed to pwdace the ncccssaty funds. The wmmissionct 
may Inakc partial asscssiucnts as the actual need fm additional funds arises fm cadi 
impaitcd insatu]. No assessment shall be made to produce funds for the guaranty 
fee account but such funds shall be derived solely from guaranty fees as provided 
by Section 6 of this article. 

[The commissione• sha'al assess individual insmus in pwpmtion to the ratio 
that the total net diitct Mitten pwmium collected in the State of Texas by the 
iusutct bcws to the total nctditccl wtittcn prtttJiattl collected by all insatcts fcxupt 
impahcd i&Jsatus} in the State of Texas. The cmntrtissionCI siJall dctumine the total 
net direct ooritten premion1s ofan itJdividual itiSUICI and fVI all iitswus in the state 
fwm the insUICis' annual statements fm the yc31 pwccding the assessment. 
Assessments dming a calenda1 jedi may be made up to, but not in excess of, two 
pucent of each insutu's net diicct Wiitten preiniuin fm the ptcccditrg calcnddl yea1. 
If the maximum assessment in auy calendat ywt docs not pwvidc an amount 
suflkicnt fot payrnctil of covCied claims of impaired insmus, assesst&Jtnts IUay be 
made in the next successhe calcndat yeats. 

[Insureis desigt1atcd as impaitcd itJsurus by Lilt cmnmissiouu shall be exempt 
flam assessment fwm and aftet the date of such designation and until the 
commissionu dcteunilltS that such inswct is no Ionge• an impaited iusatet. 

[The commissionu sha:ll designate the impaired iusmu fot which each 
assessment at pattial assessment is made and it shall be the duty of each htsmct to 
pay the amount of its assessment to the association within 30 days aftet the 
commissionu gives notice of the assessment, and assessmeuts may be collected on 
behalfoftltc associaHon by the couset vatm m sccei vu tlitoagiJ suits 'muagltt fm that 
pwposc. Venue fm such suits shall lie iu Travis County, Texas. Eitlru pail) to said 
action may appwl to the apJXIlatc ww t having jutisdiction onr said cause, and 
said appeal shall be at once rctwnable to said appellate cowL hadngjmisdictiou 
ovet said cause and said action so appealed slldil have precedence in said appellate 
coat t over ail causes of a diffctcnt chatactcr thctcin pending. Neither the rccci~er 
nm the couscr MtOI shall be ICqoitcd to give an appeal bond in any cause at ising 
hu ewrdct. 

[Funds dCJived fwm assessments or fmm gua1anty fucs undet the pwvisions 
of this ar ticlc sliall tiot becmne assets of the impaitcd insatti or agent but shidl be 
deemed a spccia:l fund loaned to the tcceivei OJ the conse1 vatOJ fm payment of 
cooCJed claims m administrative expenses, which loan shall be tepayablc to the 
extent available fwm the funds of such impaitcd iusUitJ OJ agent, as hucin 
pro~ided.] 

@ Income from the investment of any of the funds of the association may 
be transferred to the administrative account authorized in Section 14(a)(l) of this 
article. The funds in this account may be used by the association for the purpose 
of meeting administrative costs and other general expenses of the association. Upon 
notification by the association of the amount of any additional funds needed for the 
administrative account, the commissioner shall assess insurers to attain the needed 
funds in the same manner provided by this section. 
~ No insurer shall be deemed or considered to have or incur any liability, 

real or contingent, under the provisions of this Article 9.48 of this Chapter 9 until 
any such assessment shall have been actually made in writing by the association 
[commissionei] under the provisions of this Article 9.48. 

SECTION 1.12. Section 9, Article 9.48. Insurance Code. is amended to read 
as follows: 

Sec. 9. ACCOUNTING FOR AND REPAYMENT OF ASSESSMENTS. 
@}Upon receipt from an insurer of payment of an assessment or partial assessment, 



WEDNESDAY, AUGUST 7, 1991 515 

the association shall provide the insurer with a participation receipt which shall 
create a liability against the impaired insurer, and the holder of such participation 
receipt shall be regarded as a general creditor of the impaired insurer; provided, 
however, that with reference to the remaining balance of any portions of 
assessments received by the receiver or conservator and not expended in payment 
of "'covered claims," the holders of such participation receipts shall have preference 
over other general creditors and shall share pro rata with other holders of 
participation receipts. The association (tcccivCJ 01 consct vatot of any impaitcd 
insurer] shall adopt accounting procedures reflecting the expenditure and use of all 
funds received from assessments or partial assessments and shall make a final report 
of the expenditure and use of such funds to the commissioner, which final report 
shall set forth the remaining balance, if any, from the funds collected by assessment. 
The association [tcccivu 01 consetvatm] shall also make any interim reports 
concerning such accounting as may be required by the commissioner or requested 
by the association. Upon completion of the final report, the association [tcceivCI 01 

consct 9dlVt] shall, as soon thereafter as is practicable, refund pro rata the remaining 
balance of such assessments to the holders of the participation receipts. 

{Q} Should the association at any time determine that money exists in the 
administrative account or the title account in excess of the amount reasonably 
necessary for efficient future operation under the terms of this article, it shall cause 
the excess money to be returned pro rata to the holders of any participation receipts 
on which there is a balance outstanding after deducting any credits taken against 
premium taxes as authorized by Section 15 of this article, The amount deducted for 
those credits shall be deposited with the state treasurer for credit to the general fund 
of this state. Any excess money remaining after the distribution shall be retained 
by the association in the guaranty fee account and held pursuant to this article. 

SECTION I ,13, Section 10, Article 9,48, Insurance Code, is amended to read 
as follows: 

Sec, I 0, ADMINISTRATION AND PAYMENT OF COVERED CLAIMS, 
(a) The association shall pay covered claims existing before the determination of the 
impairment or arising on or before the date three years after the determination of 
impairment. 

(b) The association may not pay a claimant an amount in excess of the 
obligation of the impaired insurer or agent under the policy or coverage from which 
the claim arises. 

(c) Notwithstanding any other provisions of this article. a covered claim does 
not include a claim filed with the guaranty fund after the final date set by the court 
for the filing of claims against the receiver of an impaired insurer or agent. 

(d) The association stands in the place of the impaired insurer or agent to the 
extent of its obligation on the covered c1aims and. to that extent, has all rights, 
duties. and obligations of the impaired insurer or agent as if the insurer or agent had 
not become impaired. 

(e) The association shall investigate claims brought against the association, 
adjust. compromise, settle, and pay covered claims to the extent of the association's 
obligation, and deny all other claims. The association may review settlements, 
releases, and judgments to which the impaired insurer or agent or its insureds were 
parties to determine the extent to which the settlements. releases. and judgments 
are contested. 

(0 The association shall pay claims in any order it may deem reasonable, 
including the payment of claims as they are received from the claimants or in groups 
or categories of claims. 

(g) The association shall establish, subject to the approval of the commissioner. 
procedures by which claims may be filed with the association and acceptable forms 
of proof of covered claims. Notice of claims to the receiver of the impaired insurer 
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or agent shall be deemed notice to the association or its agent and a list of claims 
shaH be periodica1ly submitted to the association or similar organization in another 
state by the receiver. 

(h) The association may handle claims through its employees or through one 
or more insurers or other persons designated as servicing facilities. Designation of 
a servicing facility is subiect to the approval of the commissioner. Designation as 
a servicing facility may be declined by a member insurer. The association shall 
reimburse each servicing facility for obligations of the association paid by the facility 
and for expenses incurred by the facility while handling claims on behalf of the 
association. ['Nhcn an insurcz 01 agent has been designated b) the commissionu 
as impaired, the r ecei nr or tOil SCi vator, as the case may be, shall ma1 shal all assets 
of the impahed iiiSUJet OJ agent, including but hOt limited to those which ate 
designated as m that consHtutc ICSCl R assets offsetting restHe ;iabiiitics fm a\1 
liabilities falling within the definition of ''covered claim" as defined in this a• tide. 
The tecei~er 01 coilsu mtOJ shall apply all of such assets to the payment ufwvered 
claims, but n1ay utilize futJds tecci;cd flam assessments iu the paynKtJt ofcove•cd 
claims as JJI09idcd by Section 9 of this article, pending mdctly liquidation OJ 
disposition of such assets. 'Nhcn all coveted claims have ban paid or satisfied by 
the tcccivcr 01 cOIIstr "'atm, any balance •euiaiiiiiag flam tlac liqaidatimr 01 
disposition of such assets sliall fn st be applied in1 epajmurt of fuJads expended f1 om 
assessments and second in repayment of funds duived ftom guatanty fees. Such 
repayments of funds expended ftom assessments shall be ucdited as ltmaining 
balances and be refunded as pw;idcd in Section 9 of this article. 

[In addition to authmization to make actual payment of covered claims, the 
&cccivu or corJSu ..,atm is specifically autlwrized to utili;.c saclr ntarsl131lcd assets 
and funds duivcd Hom assessments fm the pmpose of negotiating and 
COIISUIIIIIIdling CO Jill acts Of iditSUiaJICC OJ aSSUillption of liabilities Vi COII[taclS of 
substitatiou to pwvide f01 outstandiug liabilities or wvucd claims. The 
cotninissioitct sltailnot requite the iiJSUJti that rcinsu1cs 01 assumes tlJc policies of 
the impaired inswer 01 entus into an agJCcment to substitute itself in the place of 
the impaind insUICJ, to issue assumption certificates 01 other wtittcn uideHcc of 
such agrcentctlt to the pohcylto\dus of the iu1pahed insuiCI, except to policyholdus 
that have made a claim f01 loss arising Ulldcr their policy (issued by the impaired 
inswe1) before the date of such teinsaiancc, assumption 01 substitutiou agieenJeitt. 
The to11nnissioner shail nquire that the tcinswance, assumption, 01 substitution 
agteement be f1kd as a public ttcord with the State Board of htsa•ancc. The 
comn1issionu shaH app1 09e such agJ ec1nent unless, aftu public laea1 i11g IJC!d witlJill 
30 days fcr;\uwiltg sud a fili1tg, he dcte••nines chat sud1 agreunutt dues 1JUl cffccti vcly 
pwtcct the policyholdus of the insmus to give notice of such hewing to its 
policyholdus. Such notice shall be by publication, uot less than sc'i'tll days iu 
adunce of the hearing, i11 a ncwspaJx::t ofgcnc1al ciJtalatioa printed in the State 
of Texas. No cause of action shall lie against the impaired i11sarer f01 b1each of 
conliact 01 refund of ptemium after the agJCement has been appw9td by the 
cmmnissiouCI and the notice of ltearirtg before the tGJILmissioneJ sladl so ad~ isc the 
policylwldus of tltt impaited iiisarer. 

[This ar tide shall not be consLI aed to i1npose resli iction 01 lin1itation up011 t!Jc 
autlJOiity granted OJ autlimized the CUJIIniissimteJ, the wnser ;ator, 01 the recti9CI 
clsewhuc in the Insmance Code and othe1 statutes of this state but shall be 
consliUed and authmizcd fm usc in conjanctiou with othe1 pOi tious of the 
IIJSarana Code dealing with dclinquc•tcy procecdirigs 01 thteaterJcd iiisol..,encics 01 
supe• visiOIIS VI couse1 vatmships.] 

SECTION 1.14. Section 12(b), Article 9.48, Insurance Code, is amended to 
read as follows: 

(b) Notwithstanding any provision to the contrary, the association (ittcivCI ot 
couse1 ~a tor], for the purpose of avoiding undue hardship to a claimant, subject to 
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the approval of the receivership court or the commissioner, as the case may be, may 
authorize payment of covered claims against an impaired agent without regard to 
the liability of any insurer or to coverage under any insurance policy. On payment, 
the association [iccci;ct ot consc1 valor] is in all respects subrogated to the rights and 
claims of the claimant. 

SECTION 1.15. Section 14, Article 9.48, Insurance Code, is amended by 
adding Subsection (f) to read as follows: 

(Q Delegation of powers and duties. The plan of operation may provide that 
any or all powers and duties of the association, except those under Sections 7 and 
14(c)(3) of this article. may be delegated to a corporation, association, or other 
organization that performs or will perform functions similar to those of the 
association or its equivalent in two or more states. The corporation. association. or 
organization shall be reimbursed as a servicing facility would be reimbursed and 
shall be paid for its performance of any other functions of the association. A 
delegation under this subsection may take effect only with the approval of both the 
board of directors and the commissioner and may be made only to a corporation, 
association, or organization that extends protection not substantially less favorable 
and effective than that provided by this article. 

SECTION 1.16. Section 14(e)(3), Article 9.48, Insurance Code, is amended to 
read as follows: 

(3) The board shall advise and counsel with the commissioner upon 
matters relating to the solvency of insurers and agents. The commissioner shall call 
a meeting of the board when he determines that an insurer or agent is insolvent or 
impaired and may call a meeting of the board when he determines that a danger 
of insolvency or impairment of an insurer or agent exists. Such a meeting is not open 
to the public and only members of the board of directors, members of the State 
Board oflnsurance, the commissioner, and persons authorized by the commissioner 
shall attend such meetings. The board shall notify the commissioner of any 
information indicating that an insurer or agent may be unable or potentially unable 
to fulfill its contractual obligations and request a meeting with the commissioner. 
At such meetings the commissioner may divulge to the board any information in 
his possession and any records of the State Board of Insurance, including 
examination reports or preliminary reports from examiners relating to such insurer 
or agent. The commissioner may summon officers, directors, and employees of an 
insolvent or impaired insurer or agent, or an insurer or agent the commissioner 
considers to be in danger of insolvency or impairment, to appear before the board 
for conference or for the taking of testimony. Members of the board shall not reveal 
information received in such meetings to anyone unless authorized by the 
commissioner or the State Board of Insurance or when required as witness in court. 
Board members and all of these meetings shall he subject to the same standard of 
confidentiality as is imposed upon examiners under Article 1.18 of the Insurance 
Code, except that no bond shall be required of a board member. 

The board shall, upon request by the commissioner, attend hearings before the 
commissioner and meet with and advise the commissioner, the liquidator or 
conservator appointed by the commissioner, on matters relating to the affairs of an 
impaired insurer or agent and relating to action that may be taken by the 
commissioner, liquidator, or conservator to best protect the interests of persons 
holding covered claims against an impaired insurer or agent and relating to the 
[amount and timing ofpa1tial assessments and the] marshalling of assets [and-the 
pi occssing 311d !JaJtdhng of covered claims]. 

SECTION 1.16b. Section 17, Article 9.48, Insurance Code, is amended to 
read as follows: 

Sec. 17. IMMUNITY FROM LIABILITY. Any member insurer, the 
association or its agents or employees, the board of directors, or the commissioner 
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or the commissioner's representatives shall not be personally liable for any act 
performed in good faith within the scope of his or her authority or for damages 
occasioned by his or her official acts or omissions except for an act or omission that 
is corrupt or malicious. 

Sec. 17. ThCic shall be no liability on the pail of and no cause of action ofauy 
natmc shall atisc against any mcmbct insmu of the association 01 its agents m 
ctttployccs, the associatimt or its agents m employees, mcmbcts ofdhectors, 01 the 
commissione1 01 his itprescntatiws fm any action taken or not taken by them in 
tltc pczfonnanu 01 theia powus and duties audu this at tide. 

SECTION 1.17. Article 9.48, Insurance Code, is amended by amending 
Section 20 and adding Section 20A to read as follows: 

Sec. 20. APPEALS. (a) A member insurer may appeal any action or ruling 
of the association relating to an assessment made under this article to the 
commissioner. 

{Q) Any action or ruling of the commissioner under this article may be 
appealed as provided in Article 1.04 of the Insurance Code, as amended. 

(9 The liability of the appealing insurer for an assessment shall be suspended 
pending appeal by such insurer contesting the amount or legality of such 
assessment. 

(d) Venue in a suit against the association relating to any action or ruling of 
the association made under this article is in Travis County. The association is not 
required to give an appeal bond in an appeal of a cause of action arising under this 
article. 
--sBc. 20A. TAX EXEMPTION. The association is exempt from payment of 
all fees and all taxes levied by this state or any of its subdivisions except taxes levied 
on real or personal propertv. 

SECTION 1.18. Section 5(2)C, Article 9.48, Insurance Code, is repealed. 
SECTION 1.19. Section I I, Article 9.48, Insurance Code, is amended to read 

as follows: 
Approval of covered claims 

Sec. 11. Funds [Covued daims against an impaind iusmu m agent placed in 
tempOiary 01 pcnnanent ttccinrship undct au 01dct ofliquidation, tchabilitation, 
01 collSet vati011 'oy a coat t of conJPttet•t jw isdiction shall be ptocesscd and acted 
upon by the receivu ot ancillary teceivcJ in the same ma11nu as othu claims as 
pwvided in A1 tide 21.28 of the hisutance Code and as 01dued by the com t in 
which such reccivuship is pending, prmidcd, howcvu, that funds] received from 
assessments or from guaranty fees shall be liable only for the difference between the 
amount of the covered claims [appwved by the ttcti~CJ] and the amount of the 
assets marshalled by the receiver for payment to holders of covered claimsJ!![;-and 
PlOQided fmther that in) ancillary receiverships in this state, funds received from 
assessments shall be liable only for the difference between the amount of the covered 
claims [apptovcd by tlit arltillaty reccivu] and the amount of assets marshalled by 
the receivers in other states for application to payment of covered claims within this 
state. 

If a conservator is appointed to handle the affairs of an impaired insurer or 
agent, the conservator shall determine whether or not covered claims should or can 
be provided for in whole or in part by reinsurance, assumption, or substitution. 
Upon determination by the conservator that actual payment of covered claims 
should be made, the conservator shall give notice of such determination to 
claimants falling within the class of "covered claims." The conservator shall mail 
such notice to the latest address reflected in the records of the impaired insurer or 
agent. If the records of the impaired insurer or agent do not reflect the address of 
a claimant, the conservator may give notice by publication in a newspaper of general 
circulation. Such notice shall state the time within which the claimant must file his 
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claim with the conservator, which time shall in no event be less than 90 days from 
the date of the mailing or publication of such notice. The conservator may require, 
in whole or in part, that sworn claim forms be filed and may require that additional 
information or evidence be filed as may be reasonably necessary for the conservator 
to determine the legality or the amount due under a covered claim. When an 
impaired insurer or agent has been placed in conservatorship, the funds received 
from assessments or from guaranty fees shall be liable only for the difference 
between the amount of the covered claim approved by the conservator and the 
amount of assets marshalled by the conservator for payment to holders of covered 
claims. 

Upon determination by the conservator that actual payment of covered claims 
should be made or upon order of the court to the receiver to give notice for the filing 
of claims, any person who has a cause of ac-tion against an insured of the impaired 
insurer under a title insurance policy issued or assumed by such insurer shall, if such 
cause of action meets the definition of"covered claim,"' have the right to file a claim 
with the receiver or the conservator, regardless of the fact that such claim may be 
unliquidated or undetermined, and such claim may be approved as a "covered 
claim" (I) if it may be reasonably inferred from the proof presented upon such claim 
that such person would be able to obtain a judgment upon such cause of action 
against such insured; and (2) if such person shall furnish suitable proof that no 
further valid claims against such insurer arising out of his cause of action other than 
those already presented can be made; and (3) if the totalliahility of such insurer to 
all claimants arising from the same title insurance policy shall be no greater than 
its total liability would be were it not in liquidation, rehabilitation, or conservation. 
In the proceedings of considering "covered claims," no judgment against an insured 
taken after the date of the commencement of the delinquency proceedings or the 
appointment of a conservator shall be considered as evidence of liability, or of the 
amount of damages, and no judgment against an insured taken by default or by 
collusion prior to the commencement of the delinquency proceedings or the 
appointment of a conservator shall be considered as conclusive evidence either (1) 
of the liability of such insured to such person upon such cause of action, or (2) of 
the amount of damages to which such person is therein entitled. 

The acceptance of payment from the association [tcccivtl 01 conscnatm] by 
the holder of a covered claim or the acceptance of the benefits of contracts 
[negotiated] by the court [receiver] or conservator providing for reinsurance or 
assumption of liabilities or for substitution shall constitute an assignment to the 
association [impahed insmu 01 agent] of any cause of action or right of the holder 
of such covered claim arising from the occurrence upon which the covered claim 
is based. Such assignment shall be to the extent of the amount accepted or the value 
of the benefits provided by such contracts of reinsurance or assumption ofliabilities 
or substitution. Such assignment to the association [impaitcd inswu 01 agent] may 
be assigned to the insurer executing such reinsurance, assumption or substitution 
agreement. 

SECTION 1.20. Article 21.28-C, Insurance Code, is amended to read as 
follows: 

Art. 21.28-C. PROPERTY AND CASUALTY INSURANCE 
GUARANTY ACT 

Sec. I. SHORT TITLE. This article shall be known as the Texas Property 
and Casualty Insurance Guaranty Act. 

Sec. 2. PURPOSE. The purpose of this Act is to: 
(I) provide a mechanism for the payment of covered claims under 

certain insurance policies to avoid excessive delay in payment; 
(2) avoid financial loss to claimants or policyholders because of the 

impairment of an insurer; 
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(3) assist in the detection and prevention of insurer insolvencies; and 
(4) provide an association to assess the cost of that protection among 

insurers. 
Sec. 3. SCOPE. This Act applies to all kinds of direct insurance, but is not 

applicable to the following: 
(I) life, annuity. health, or disability insurance; 
(2) mortgage guaranty. financial guaranty, or other forms of 

insurance offering protection against investment risks; 
(3) fidelity or surety bonds, or any other bonding obligations; 
(4) credit insurance, vendors' single-interest insurance, collateral 

protection insurance, or any similar insurance protecting the interests of a creditor 
arising out of a creditor-debtor transaction; 

(5) insurance of warranties or service contracts; 
(6) title insurance; 
(7) ocean marine insurance; 
(8) any transaction or combination of transactions between a person, 

including an affiliate of such a person. and an insurer. including an affiliate of such 
an insurer, that involves the transfer of investment or credit risk unaccompanied 
by transfer of insurance risk; or 

(9) any insurance provided by or guaranteed by government. 
Sec. 4. CONSTRUCTION. This Act shall be liberally construed to effect the 

purposes under Section 2 of this Act, which will constitute an aid and guide to 
interpretation. 

Sec. 5. DEFINITIONS. In this Act: 
(I) "Account" means any one of the three accounts created under 

Section 6 of this Act. 
{2) .. Affiliate" means a person who. directly or indirectly, through one 

or more intermediaries. controls, is controlled by. or is under common control with 
an impaired insurer on December 31 of the year next preceding the date the insurer 
becomes an impaired insurer. 

(3) "Association" means the Texas Property and Casualty Insurance 
Guaranty Association. 

(4) "Board" means the board of directors of the association. 
(5) "Claimant" means any insured making a first-party claim or any 

person instituting a liability claim. A person who is an affiliate of the impaired 
insurer may not be a claimant. 

(6) "Commissioner" means the commissioner of insurance. 
(7) "Control" means the possession. direct or indirect, of the power 

to direct or cause the direction of the management and policies of a person, whether 
through the ownership of voting securities. by contract other than a commercial 
contract for goods or non management services, or otherwise. unless the power is the 
result of an official position with or corporate office held by the person. Control is 
presumed to exist if any person, directly or indirectly, owns, controls, holds with 
the power to vote, or holds proxies representing I 0 percent or more of the voting 
securities of any other person. This presumption may be rebutted by a showing that 
control does not exist in fact. 

(8) "Covered claim" means an unpaid claim of an insured or 
third-party liability claimant that arises out of and is within the coverage and not 
in excess of the applicable limits of an insurance policy to which this Act applies, 
issued or assumed (whereby an assumption certificate is issued to the insured) by 
an insurer licensed to do business in this state, if that insurer becomes an impaired 
insurer and the third-party claimant or liability claimant or insured is a resident of 
this state at the time of the insured event. or the property from which the c1aim arises 
is permanently located in this state. "Covered claim" shall also include 75 percent 
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of unearned premiums, but in no event shall a covered claim for unearned 
premiums exceed $1,000. Individual covered claims shall he limited to $100,000, 
except that the association shall pay the full amount of any covered claim arising 
out of a workers' compensation policy. "Covered claim" shall not include any 
amount due any reinsurer, insurer, insurance pool, or underwriting association, as 
subrogation recoveries or otherwise. ..Covered claim" shall not include 
supplementary payment obligations, including adjustment fees and expenses, 
attorney's fees and expenses, court costs, interest and penalties, and interest and 
bond premiums incurred prior to the determination that an insurer is an impaired 
insurer under this Act. "Covered claim" shall not include any punitive, exemplary, 
extracontractual, or bad-faith damages awarded in a court judgment against an 
insured or insurer. With respect to a covered claim for unearned premiums, both 
persons who were residents of this state at the time the policy was issued and persons 
who are residents of this state at the time the company is found to be an impaired 
insurer shall be considered to have covered claims under this Act. Where the 
impaired insurer has insufficient assets to pay the expenses of administering the 
receivership or conservatorship estate, that portion of the expenses of 
administration incurred in the processing and payment of claims against the estate 
shall also he a covered claim under this Act. · 

(9) "Impaired insurer~ means: 
(A) a member insurer that is placed in temporary or 

permanent receivership under an order of a court of competent jurisdiction based 
on a finding of insolvency and that has been designated an impaired insurer by the 
receiver; or 

(B) a member insurer placed in conservatorship after it 
has been determined by the commissioner to be insolvent and that has been 
designated an impaired insurer by the receiver. 

(10) "Member insurer" means any person who: 
(A) writes any kind of insurance to which this Act 

appJies under Section 3 of this Act. including the exchange of reciprocal or 
inter-insurance contracts· and 

(B) is licensed to transact insurance in this state. 
( 11) "Net direct written premiums" means direct gross premiums 

written in this state on insurance policies to which this Act applies. less return 
premiums on those policies and dividends paid or credited to policyholders on that 
direct business. The term does not include premiums on contracts between insurers 
or remsurers. 

(12) '"'"Person" means any individual, corporation, partnership, 
association, or voluntary organization. 

Sec. 6. ASSOCIATION. The Texas Property and Casualty Insurance 
Guaranty Association is a nonprofit, unincorporated legal entity composed of all 
member insurers, who must be members of the association as a condition of their 
authority to transact insurance in this state. The association shall perform its 
functions under a plan of operation approved under Section 9 of this Act and shall 
exercise its powers through the board of directors. For purposes of administration 
and assessment, the association is divided into the workers' compensation insurance 
account. the automobile insurance account, and the account for all other lines of 
insurance to which this Act applies. 

Sec. 7. BOARD OF DIRECTORS. (a) The board of directors of the 
association is composed of nine persons who serve terms as established in the plan 
of operation. Five members shall be selected by member insurers, subject to the 
approval of the commissioner. The remaining members shall be representatives of 
the general public appointed by the commissioner. Vacancies on the board shall be 
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filled for the remaining period of the term by a majority vote of the remaining board 
members. subject to the approval of the commissioner. 

(b) Tn approving selections to the board, the commissioner shall consider 
whether all member insurers are fairly represented. 

(c) Members of the board of directors may be reimbursed from the assets of the 
association for expenses incurred by them as members of the board of directors. 

(d) A public representative may not be: 
(I) an officer, director, or employee of an insurance company, 

insurance agency. agent, broker, solicitor, adjuster, or any other business entity 
regulated by the Texas Department of Insurance; 

(2) a person required to register with the secretary of state under 
Chapter 305, Government Code; or 

(3) related to a person described by Subdivision (1) or (2) of this 
subsection within the second degree of affinity or consanguinity. 

(e) Each member of the board of directors shall file a financial statement with 
the secretary of state in accordance with Sections 3 and 4, Chapter 421, Acts of the 
63rd Legislature, Regular Session, 1973 (Article 6252-9b, Vernon's Texas Civil 
Statutes). 

Sec. 8. POWERS AND DUTIES OF ASSOCI A T!ON. (a) The association 
shall pay covered claims that exist before the designation of impairment or arising 
within 30 days after the designation of impairment. or before the policy expiration 
date if less than 30 days after the designation of impairment, or before the insured 
replaces the policy or causes its cancellation, if the insured does so not later than 
the 30th day after the date of the designation. The obligation is satisfied by paying 
to the claimant the full amount of a covered claim for benefits. 

(b) The association is considered the insurer to the extent of its obligation on 
the covered claims and to that extent has all rights. duties, and obligations of the 
impaired insurer as if the insurer had not become impaired. 

(c) The association shall assess insurers amounts necessary to pay the 
obligations of the association under Subsection (a) of this section after an 
insolvency. the expenses of handling covered claims subsequent to an insolvency, 
and other expenses authorized by this Act. The assessments of each member insurer 
shall be in the proportion that the net direct written premiums of the member 
insurer for the calendar year preceding the assessment bears to the net direct written 
premiums of all member insurers for the calendar year preceding the assessment. 
Each member insurer shall be notified of the assessment not later than the 30th day 
before the date on which the assessment is due. A member insurer may not be 
assessed in any year an amount greater than two percent of that member insurer's 
net direct written premiums for the calendar year preceding the assessment. If the 
maximum assessment. with the other assets of the association. does not provide in 
any one year an amount sufficient to make all necessary payments, the funds 
available shall be prorated, and the unpaid portion shall be paid as soon thereafter 
as funds become available. The association shall pay claims in any order it considers 
reasonable, including the payment of claims as they are received from the claimants 
or in groups or categories of claims. The association may exempt or defer, in whole 
or in part, the assessment of any member insurer ifthe assessment would cause the 
member insurer's financial statement to reflect amounts of capital or surplus less 
than the minimum amounts required for a certificate of authority by any 
jurisdiction in which the member insurer is authorized to transact insurance; 
provided, however, that during the period of deferment, dividends may not be paid 
to shareholders or policyholders. Deferred assessments shall be paid when the 
payment will not reduce capital or surplus below required minimums. The 
payments shall be refunded to those companies receiving larger assessments by 
virtue ofthe deferment, or at the election of such a company, credited against future 
assessments. 
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(d) The association shall investigate claims brought against the association and 
shall adjust. compromise, settle, and pay covered claims to the extent of the 
association's obligation and deny all other claims. The association may review 
settlements, releases, and judgments to which the impaired insurer or its insureds 
were parties to determine the extent to which those settlements, releases, and 
judgments may be properly contested. 

(e) The association shall give notice as the commissioner directs under Section 
lO(c) of this Act. 

(Q The association shall handle claims through its employees or through one 
or more insurers or other persons designated as servicing facilities. Designation of 
a servicing facility is subject to the approval of the commissioner, but such a 
designation may be declined by a member insurer. 

(g) The association shall reimburse each servicing facility for obligations of the 
association paid by the facility and for expenses incurred by the facility while 
handJing c1aims on behalf of the association and shall pay the other expenses of the 
association authorized by this Act. 

(h) The association may: 
(I) employ or retain persons as necessary to handle c1aims and 

perform other duties of the association; 
(2) borrow funds necessary to implement this Act in accordance with 

the plan of operation; 
(3) sue or be sued; 
(4) negotiate and become a oarty to contracts as necessary to 

implement this Act; 
(5) perform other acts as necessary or proper to implement this Act; 

(6) refund to the member insurers in proportion to the contribution 
of each member insurer to the association that amount by which the assets of the 
association exceed the liabilities, if at the end of any calendar year the hoard of 
directors finds that the assets of the association exceed the liabilities of the 
association as estimated by the board of directors for the coming year. 

(i) If a member insurer is insolvent, the association shall provide the money, 
pledges. guarantees, or other means as are reasonably necessary to discharge the 
duties of that insurer and: 

(I) guarantee, assume. or reinsure, or cause to be guaranteed, 
assumed. or reinsured, the policies or contracts of that insurer; or 

(2) assure payment of the contractual obligations of that insurer. 
(j) The board of directors may deposit all money collected by the association 

into the Texas Treasury Safekeeping Trust Company in accordance with procedures 
established by the state treasurer. The funds deposited shall be accounted for 
separately from all other funds by the state treasurer to the association. 

Sec. 9. PLAN OF OPERA TJON. (a) The association shall submit to the 
commissioner a plan of operation and any amendments necessary or suitable to 
ensure the fair, reasonable, and equitable administration of the association. The 
plan of operation and any amendments take effect on approval in writing by the 
commissioner. 

(b) If the association fails to submit suitable amendments to the plan, the 
commissioner, after notice and hearing, shall adopt reasonable rules as necessary 
or advisable to implement this Act. Those rules shall continue in force until 
modified by the commissioner or superseded by a plan submitted by the association 
and approved by the commissioner. 

(c) All member insurers shall comply with the plan of operation. 
(d) The plan of operation must: 
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(1) establish the procedures under which the powers and duties of the 
association are performed; 

(2) establish procedures for handling assets of the association; 
(3) establish the amount and method of reimbursing members of the 

board of directors; 
(4) establish procedures by which claims mav be filed with the 

association; and 
(5) establish acceptable forms of proof of covered claims. 

(e) Notice of claims to the receiver of the impaired insurer constitutes notice 
to the association or its agent. A list of claims shall be submitted periodically to the 
association or similar organization in another state by the receiver. 

<0 The plan of operation must: 
(1 l establish regular plaoes and times for meetings of the board of 

directors; 
(2) establish procedures for records to be kept of all financial 

transactions of the association, its agents, and the board of directors; 
(3) provide that any member insurer aggrieved by any final action or 

decision ofthe association may appeal to the commissioner not later than the 30th 
day after the date of the action or decision; 

(4) establish the prooedures under which selections for the board of 
directors arc submitted to the commissioner; and 

(5) contain additional provisions as necessary or proper for the 
execution of the powers and duties of the association. 

(g) The plan of operation may provide that anv or all powers and duties of the 
association, except those under Section 8(c) and 8(h)(2) of this Act, are delegated 
by contract to a corporation, association, or other organization that performs or will 
perform functions similar to those of the association or its equivalent in two or more 
states. The corporation, association, or organization shall be reimbursed as a 
servicing facility would be reimbursed and shall be paid for the performance of anv 
other functions of the association. A delegation under this subsection takes effect 
only with the approval of both the board of directors and the commissioner and may 
be made only to a corporation. association, or organization that extends protection 
not substantially less favorable and effective than that provided by this Act. A 
contract entered into under this subsection is subiect to the performance standards 
imposed under Section 2(a), Article 21.28, of this code. 

Sec. 10. DUTIES AND POWERS OF COMMISSIONER. (a) The 
commissioner shall notify the association of the existence of an impaired insurer not 
later than three davs after the commissioner gives notice of the designation of 
impairment. The association is entitled to a copy of any complaint seeking an order 
of Jiguidation with a finding of insolvency against a member company at the same 
time that the complaint is filed with a court of competent jurisdiction. 

(b) On request of the board of directors. the commissioner shall provide the 
association with a statement of the net direct written premiums of each member 
msurcr. 
~The commissioner may require that the association notify the insureds of 
the impaired insurer and any other interested parties of the designation of 
impairment and of their rights under this Act. The notification shall be by mail at 
the last known address. if available, but if sufficient information for notification bv 
mail is not available, notice by publication in a newspaper of general circulation is 
sufficient. 

(d) The commissioner shall susoend or revoke, after notice and hearin~ 
certificate of authority to transact insurance in this state of any member insurer that 
fails to pav an assessment when due or otherwise fails to comply with the plan of 
operation. As an alternative, the commissioner may assess a fine on any member 
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insurer that fails to pay an assessment when due. The fine may not exceed the lesser 
of five percent of the unpaid assessment per month or $100 per month. 

(e) The commissioner may revoke the designation of any servicing facility if 
the commissioner finds that claims are being handled unsatisfactorily. 

(Q Any final action or order of the commissioner under this Act is subiect to 
judicial review by a court of competent jurisdiction. 

(g) Venue in a suit against the association relating to any action or ruling of the 
association made under this Act is in Travis County. The association is not required 
to give an appeal bond in an appeal of a cause of action arising under this Act. 

Sec. 11. EFFECT OF PAID CLAIMS. (a) A person recovering under this Act 
is considered to have assigned the person's rights under the policy to the association 
to the extent of the person's recovery from the association. Each insured or claimant 
seeking the protection of this Act shall cooperate with the association to the same 
extent as that person would have been required to cooperate with the impaired 
insurer. The association does not have a cause of action against the insured of the 
impaired insurer for any sums it has paid out except those causes of action the 
impaired insurer would have had if the sums had been paid by the impaired insurer 
and except as provided in Subsection (b) of this section. In the case of an impaired 
insurer operating on a plan with assessment liability, payments of claims of the 
association do not reduce the liability of the insureds to the receiver or statutory 
successor for unpaid assessments. 

(b) The association is entitled to recover from the following persons the amount 
of any covered claim paid on behalf of that person under this Act: 

(1) any insured whose net worth on December 31 of the year next 
preceding the date the insurer becomes an impaired insurer exceeds $50 million and 
whose liability obligations to other persons are satisfied in whole or in part by 
payments made under this Act; and 

(2) any person who is an affiliate of the impaired insurer and whose 
liability obligations to other persons are satisfied in whole or in part by payments 
made under this Act. 

(c) The receiver or statutory successor of an impaired insurer is bound by 
settlements of covered claims by the association or a similar organization in another 
state. The court having jurisdiction shall grant those claims priority equal to that 
which the claimant would have been entitled to in the absence of this Act against 
the assets of the impaired insurer. The expenses of the association or similar 
organization in handling claims shall be accorded the same priority as the receiver's 
expenses. 

(d) The association shall file periodically with the receiver of the impaired 
insurer statements of the covered claims paid by the association and estimates of 
anticipated claims on the association that shall preserve the rights of the association 
against the assets of the impaired insurer. 

Sec. 12. NONDUPLICATION OF RECOVERY. (a) A person who has a 
claim against an insurer under any provision in an insurance policy other than a 
policy of an impaired insurer that is also a covered claim shall exhaust first the 
person's rights under the policy. Any amount payable on a covered claim under this 
Act shall be reduced by the amount of any recovery under the insurance policy. 

(b) A person who has a claim that may be recovered under more than one 
insurance guaranty association or its equivalent shall seek recoverv first from the 
association of the place of residence of the insured, except that if it is a first-party 
claim for damage to property with a permanent location, the person shall seek 
recovery first from the association of the location of the property, and if it is a 
workers' compensation claim the person shall seek recovery first from the 
association of the residence of the claimant. Any recovery under this Act shall be 
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reduced by the amount of recovery from any other insurance guaranty association 
or its equivalent. 

Sec. 13. PREVENTION OF INSOLVENCIES. (a) To aid in the detection 
and prevention of insurer insolvencies, the board of directors, on majority vote, may 
make recommendations to the commissioner for the detection and prevention of 
insurer insolvencies and respond to requests by the commissioner to discuss and 
make recommendations regarding the status of any member insurer whose financial 
condition may be hazardous to policyholders or the public. Those 
recommendations are not public documents and are not subject to the open records 
law, Chapter 424, Acts of the 63rd Legislature, Regular Session, 1973 (Article 
6252-17a, Vernon's Texas Civil Statutes). 

(b) At the conclusion of any domestic insurer insolvency in which the 
association was obligated to pay covered claims. the board of directors may prepare 
a report on the history and causes of the insolvency, based on the information 
available to the association, and may submit the report to the commissioner. 

Sec. 14. EXAMINATION OF THE ASSOCIATION. The association shall 
be subject to examination and regulation by the commissioner. Not later than 
March 30 of each year, the board of directors shall submit a financial report for the 
preceding calendar year in a form approved by the commissioner. 

Sec. 15. TAX EXEMPTION. The association is exempt from payment of all 
fees and all taxes levied by this state or any of its subdivisions except taxes levied 
on real or personal property. 

Sec. 16. IMMUNITY FROM LIABILITY. Any member insurer, the 
association or its agents or employees, the board of directors, or the commissioner 
or the commissioner's representatives shall not be personally liable for any act 
performed in good faith within the scope of his or her authority or for damages 
occasioned bv his or her official acts or omissions except for an act or omission that 
is corrupt or malicious. 

Sec. 17. STAY OF PROCEEDINGS. All proceedings in which an impaired 
insurer is a party or is obligated to defend a party in any court in this state shall be 
stayed for six months and any additional time thereafter as may be determined by 
the court from the date of the designation of impairment or an ancillary proceeding 
is instituted in the state, whichever is later, to permit proper defense by the 
association of all pending causes of action. As to any covered claims arising from 
a judgment under any decision. verdict. or finding based on the default of the 
impaired insurer or its failure to defend an insured, the association either on its own 
behalf or on behalf of the insured may apply to have the judgment, order, decision, 
verdict, or finding set aside by the same court or administrator that made the 
judgment, order, decision, verdict, or finding and shall be permitted to defend the 
claim on the merits. The receiver or statutory successor of an impaired insurer 
covered by this Act shall permit access by the board or its authorized representative 
to records of the impaired insurer as are necessary for the board in carrying out its 
functions under this Act with regard to covered claims. In addition, the receiver or 
statutory successor shall provide the board or its representative with copies of the 
records on request of the board and at the expense of the board. 

Sec. 18. ASSESSMENTS. (a) If the commissioner determines that an insurer 
has become an impaired insurer, the association shall promptly estimate the 
amount of additional funds, by lines of business, needed to supplement the assets 
of the impaired insurer immediately available to the receiver for the purpose of 
making payment of all covered claims. The board shall make available from the 
account maintained by the association for each line of business funds sufficient to 
enable the receiver to carry out an efficient program of paying the covered claims 
of the impaired insurer. The board shall make additional funds available as the 
actual need arises for each impaired insurer. 



WEDNESDAY, AUGUST 7, 1991 527 

(b) If the board of directors determines that additional funds are needed in any 
of the three accounts, it shall advise the commissioner, who shall make assessments 
as necessary to produce the necessary funds. The commissioner, in determining the 
proportionate amount to be paid by individual insurers under an assessment, shall 
take into consideration the lines of business written by the impaired insurer and 
shall assess individual insurers in proportion to the ratio that the total net direct 
written premium collected in this state by the insurer for those lines of business 
bears to the total net direct written premium collected by all insurers (except 
impaired insurers) in this state for those lines of business. The commissioner shall 
determine the total net direct written premium of an individual insurer and for all 
insurers in the state from the insurers' annual statements for the year preceding the 
assessment. Assessments under this subsection during a calendar year may be made 
up to. but not in excess of, two percent of each insurer's net direct written premium 
for the preceding calendar year in the lines of business for which the assessments 
are being made. If the maximum assessment in any calendar year does not provide 
an amount sufficient for payment of covered claims of impaired insurers, 
assessments may be made in the next and successive calendar years. 

(c) It shall be the duty of each insurer to pay the amount of an assessment 
under Subsection (b) of this section to the association not later than the 30th day 
after the commissioner gives notice of the assessment. 

(d) Assessments may be collected on behalf of the association by the 
conservator or receiver through suits brought for that purpose. Venue for those suits 
is in Travis County. Either party to the action may appeal to the appellate court 
having jurisdiction over the cause, the appeal shall be at once returnable to the 
appellate court having jurisdiction over the cause, and the action so appealed shall 
have precedence in the appellate court over all causes of a different character 
pending before the court. Neither the receiver. the conservator, nor the association 
shall be required to give an appeal bond in any cause arising under this subsection. 

(e) An insurer designated as an impaired insurer by the commissioner is 
exempt from assessment from and after the date of the designation and until the 
commissioner determines that the insurer is no longer an impaired insurer. 

(Q Funds advanced by the association under the provisions of this Act shall not 
become assets of the impaired insurer but shall be deemed a special fund loaned to 
the receiver or the conservator for payment of covered claims, which loan shall be 
repayable to the extent available from the funds of the insurer. 

<g) Income from the investment of any of the funds of the association may be 
transferred to the administrative account authorized under this Act. The funds in 
the account may be used by the association for the purpose of meeting 
administrative costs and other general expenses of the association. On notification 
by the association of the amount of any additional funds needed for the 
administrative account, the commissioner shall assess member insurers to obtain 
the needed funds in the manner set out in this section. The commissioner shall 
consider the net direct written premium collected in this state for all lines ofbusiness 
covered by this Act. An assessment for administrative expenses incurred by a 
supervisor or conservator appointed by the commissioner or a receiver appointed 
by a court of competent jurisdiction for a nonmember of the association or 
unauthorized insurer operating in this state may not exceed $1,000,000 each 
calendar year. 

Sec. 19. PURPOSE OF ASSESSMENT. (a) The amounts provided under 
assessments made under this Act are in addition to the marshaling of assets by the 
receiver under Article 21.28 of this code for the purpose of making payments on 
behalf of an impaired insurer. 

(b) This section does not require the receiver to exhaust the assets of the 
impaired insurer before an assessment is made or before funds derived from an 
assessment may be used to pay covered claims. 



528 SENATE JOURNAL-FIRST CALLED SESSION 

Pwputy and Casualty Insurance Guatanty Act." 
(Sec. 2. PURPOSE. This Act is fm the put poses and findings set fen th in 

Secti011 I of/nticlc 2 I .28-A of the Insuiauce Code and in supplementation thet eto 
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by pmviding funds iu addition to assets of impaitcd insureis fm the pwtcction of 
the huldus of ''covucd claims" as dcfmcd hetein tlnouglr payment aud thmugh 
contaacts ofteinsurance or assumption of liabilities 01 of substitution or uthctwisc. 

[Sec. 3. SCOPE. Tl1is Act shall apply to all kinds of insmancc, including 
wmkus' compensation inswance, wtittcn by stock and mutual fi:rc insmancc 
companies, easua:l:ty insmancc companies and fi:IC and casualty mswancc 
wmpanics liunscd to do business in this State, and shall also include all kinds of 
insmancc mitten by county mutual iusmauce companies, Uoyd's and ttcipwcal 
exchanges licensed to do business in this State, bat shall not apply to insmancc 
Mitten by title insmance companies 01 title insurance w1 it ten by any insm cr, and 
shall uot apply to mmtgage guatanty iusmance companies 01 mm tgage guaranty 
inswancc, nm to ocean matine iHsUiallcc, nm to ctedit insuranu that insmcs a 
lcndct against loss due to default by a bmt owu itJ tire tcpaytncnt of a loan sec wed 
by a second 01 junim lienmm tgagc, 1101 to insmancc tlaat itaswcs a tirunicipal bond 
holdet against loss due to default of a political subdivision in the tepayment of a 
municipal bond, nor to fidelity, swcty, and guatanty bonds, nm to home wananty 
inswance, and shall not apply to Mexican casualty insmancc companies m to 
policies ofinswancc issued by Mexican casualty itJsmance companies, and shall not 
apply to ctop inswance reinswcd by the Fcdctal Cwp Jusuaance Cmpmation, to 
flood insurance tcinsmcd, guatantced m conditionally assumed by the Fcdual 
Insuaance AdnJinishation, to covet ages issued by tisk tctention gtoups, to financial 
gumanty m othea fi:nms ofinsmancc offering pwtcction against investment tisks. 

[Sec. 4. COJ~STRUCTION. This Act slrall be libu ally constl ued to effect the 
puapose undCI Scetion 2 which shall constitalx: an aid and guide to intctptctation. 

[Sec. 5. DERNITIONS. As used in this Act 
[(I) A. "State Boaad oflnsmance" is the state bomd ofinsutance of 

this state. 
[B. "Connnissionca" IS the Commissionet of 

hosutaJtce of this State. 
["f(92c\)"'"<'£P,u"<"C"I"C"di.c"l"aoiTII"I"""I;,• S~dTII~Uni'IP""d.;,jdi.c"l"aniTilni'vnff"antTJ-iiTn"S"U"tnc•di.vTtrttthoi"Idri-p~aTI"'lj 

liability claimant which atiscs out of and is within the ca>Ctagc and not in excess 
of the applicable liinits of an inswance policy to which tlais Act applies, issued 01 

assumed (whucby an assumption certifiCate is issued to the insmcd) by an inswca 
licensed to do business in this State, if such iuswct becomes an "impaired inswu" 
aftc1 the effective date of this Act and (a) the third p31 ty claimaut 01 Jittbility 
claimant 01 inswed is a resident of this State at the time of the inswcd event, 01 

(b) the pwpcrty fwm which the claim aiises is peunanent}j located in this State. 
'"Co9ued claim" shall aiso include scvcnty-fnc pet cent (75%) of unea1 ned 
ptemiums but in no event shall a ''coveted claim" for uiieaincd ptcmiums exceed 
One Thousand Dollats ($1,000). Individual «covued claims" shall be limited to 
One Ilundtcd Thousand Dollat s ($100,000), except that the association shall paj 
the full an10unt of any "coveted claim" at ising out of a woJ kct s' compensation 
policy. "Covued claim" shall not include any amount due any tciusutet, insuteJ, 
iatsmancc pool ot undet writing association, as sabtogation tccuvct ics 01 otltCI wise. 
"Covued claim" shall not include supplementary payment obligations, including 
but aot limited to adjustment fees and expenses, attomcys fees and expenses, com t 
costs, intcwst and penalties, and interest and bond premiums, incuued prim to the 
dctennination that au htSUICI is an "impaited insmCI" undCI this Act. "Cmued 
claim" shall not include a11y puuitivc, exemplaty, exttaconLtactual, ot bad faith 
damages awatdcd in a coat t judgmeut against an insated or ins wet. \Vith tespcct 
to a "covued claim" fm untamed premiums, both pmsons who were tesidents of 
this State at the tit ate t11e policy was issued artd pCisons wlw ate residents of this State 
at the time the company .is fomrd to be an "impaitcd insmet" shall be consideted 
to have "cuvued claims" undu this Act. \Vbcte the impaitcd insurct has 
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insatf&Cicnt assets to pay the expenses of administciing the wuhuship 01 
wnsti9alotship estate, that pmtiou of the expenses of administration incuned in 
the pwcessing and payment of claims against the estate shall also be a "wvued 
claim" undCJ this Act. 

[(3) '-'lnsatct" and "mcmlx::I insmu" includes all stuck and mutual 
the insmance wmpanics, casualty insmancc companies and fnc and casualty 
insmancc companies licensed to do business in this State, and also includes all 
county mutual insmance wmpanics, Lloyd's and tccipwcal exchanges licensed to 
do business i11 tl1is State, but sha:l:lnot hrcladc title insutdiJtt coitipartics, nmtlgagc 
gu3Ianty iusaJancc companies 01 Mexican casualt) inswance companies. 

[(4) .. lmpaiitd insmct" is (a) a mcmbCI iaswct which, aftu the 
effecti vc date of tlais Act, is placed in tempmat y 01 pe1 mw•eitt tecci YCiship undet 
an mdct of a cou1 t of wnipctcnt jwisdiction based on a f1nding of i1rsol Yency, and 
which has been designated a1t "impaited insurct" by the ConJtJJissioiiCI, 01 (b} aftet 
the effective date of this Act, a mcmbu inswu placed in conset YatOiship aftu it 
has been deemed by the Commissionu to be insohent and which has been 
designated an .. impaiwd i11sateJ" by the Commissionet. 

[(5} "Payment of cmucd claims" is actual payment and also is 
utilization of funds deli ved fiom assessments for consummation of conhacts of 
Ieiiisutancc 01 assumption of liabilities 01 couttacts of substitution to pt oYidc fm 
liabilities fot coYued claims. 

[(6} "Net diiCct wtittcn premiums" is the gross amount of ptcmiums 
tecci ;ed fiVIJt policies ofinswancc issued in this State to wltich this Act applies, less 
tctum pwmiums and dividends paid 01 wedited to poliqhvldus. The tum does 
not include ptemiums fot indemnity teinsutaiict accepted fiom othet licensed 
inswcts, and tlJCre shall be no deductions fot pteiJiiUIJIS fm indemnity teinsataiJct 
ceded to other iusutets. 

[(7) "Lines of business" is policies of insurance falling within 011e of 
the tluee followit•g categmics. 

[tl7. -'V~i'<oniiko,"IOs;''-<C&onirrnnp~ccnn•saatti<io>Ini-Iii. I>Is•aUlCt aiiiln"c:c:c. 
[2. Aatomduiic insmancc. 
[3. All othu insw a11ce to which this Act applies. 

[(B) "Association" means the Texas Pwpc1 ty and Casualty lnswanu 
Gumanty Association ueated undct Section 14 of this a1 tide. 

[(9) "Account" means one of the fum accounts ciCatcd undet Section 
14 of tl1is at title. 

[(18) .. Boatd" 01 "boatd ofdhectms" means the boa•d ofdhectms of 
the Texas Pmpe1 ty and Casualty Insutanu G ua1 aaty Association etta ted andtJ 
Section 14 of this at tide. 

[(~ l) "Unauthmizcd insuret" means a person 01 insmcr that has 
engaged in activities pwhibitcd by Section 3, AI tide 1.14-1 of this wde. 

[(12) "Nonmembct of the association" includes mo1tgagc guatanty 
insmancc companies, Mexican casualty inswancc wmpanics, risk retention 
gtoups, and all pctso11s and entities authmiad to act as agents uiideJ this code 
including without limitation managing gcneml agents, local ttt01diug agents, 
sutplus lines agents, and agents subject to At tide 21.69 of this code who pat ticipated 
i11 trallSactious in Yolving lines of ia•suaancc within the scope of tl1is Act. 

[Sec. 6. TERMINATION OF POLICIES. This Act shall apply to cooucd 
claims existing ptim to the dete1 mination that an inswe1 is an impaitcd insme1 and 
to coyucd claims at ising within thit ty (38} days aftu the deteunination of 
impaiunent, 01 befme the policy exphation date if less than thitty (38} days aftt1 
tiJC determination ofitnpaitnient, 01 bcfute the ir•swed tcplaccs tlJC policy or effects 
its cancell,ilion, if he docs so within thit ty (36) days of the detcnnination of 
impait men t. 
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[Upou the dctumination by the Commissionu that an insmca is an impai1td 
insUICI, the wnsttYatm 01 tcteivo appoiitted uncle• A•ticlc 21.28 01 Aiticlc 
21.28-A of this code shall notifs the insureds of the impain:d insm ti of the 
dctu nihiation and of their tights urtdcr this Act. Such notificatim1 shail be by mail 
at each insmed's addacss as disclosed by the books and ttcmds of the iliSUICI but, 
if sufficient infonnation fm notification by mail is not available, notice by 
publication in a newspapct of gencJal citcalation piintcd in this State shall be 
sufficient. Such notification may be wmbincd with notice ptmidcd undu 
Subsection (a) of Section 3 of At tide 21.28 of this code. 

[Sec. 7. ASSESStdENTS. (a) Vl:hcnevu the Cummissionci dcteonincs that 
an inswer has ~;cwme an impaited insuter the reuhu appointed in accmdancc 
with Article 21.28 of tilt lnsutana Code or the tOIJstt vator appointed utJdcr the 
authotity of At title 21.28-A of the Inswanec Code shall pwmptly estimate the 
amount of additional funds, by Jines of business, needed to supplement the assets 
oftlte intpaired insutti immediately available to the 1ecei~et 01 the conset vatm fvt 
the puzposc ofmak::iiJg payment of all co~ctcd daitns. Tl1e teccivu m consct ~ator 
slldll advise Ute boatd ofditectms oftiJC association of such estimates, and the boatd 
shall make aMilablc fmm the aceount maiutained by the association f01 each line 
of business funds sufficient to enable the tcccivct 01 consuvatot to cany out an 
efficient prog:ram of paying the coveted claims of the impahed insatei. The bo3Id 
shaft make additionai funds available as the actual uced thCiefm arises fvt each 
impaired insmct. 

((b) Vlhen the board of directors shail determine that additional funds arc 
needed in any of the tlnec accounts, they shall advise the Commissionu who shall 
make such assessments as may be needed to pwduce the ncccssa1 y funds. The 
Commissionet in determining the pwpm tionate amount to be paid by individual 
insmers under an assessment shall take into cmtsidtiation the lines of business 
Wiitten by the impaired insmer and shall assess individual insme1s in pwpmtion 
to the ratio that the total net direct Mitten pwmium collected in the State of Texas 
by the inswct fm such 01 lines of business bears to the total net ditccl wtittcn 
ptemium collected by all htsUitis (cxupt impai1ed insmus) in the State of Texas 
fvt such lines of business. The Commissione1 shall deter mine the total net dit ect 
Wiitten ptemium of an individual htsuiei aud fur ail insmus in the state fwm the 
insmus' annual statements fm the yeat pteuding the assessment. Assessments 
undCt this subsection dating a calcudJI year may be made up to, but not in excess 
of, two pucent (2%) of each iiiswu's net direct w1itten pwmium fm the preceding 
calcndat ycat in the lines of business fm which the assessments at c being made. If 
the maxilllum assessment in any calcndai )'t31 docs not ptmide an amount 
sufficient fot payment ofcovued claims ofimpahed insmus, assessments may be 
made in the next and successive calendar yea1s. 

[(c) It shall be the duty of each insmct to pay the amount of an assessment 
uttdct Subsection (b) of this section to the association witltitt tltirty (36) days aftu 
tlw Contn1issionu gives notice of tltc assessuJCttl. 

[(d) Assessments may be collected on behalf of the association by the 
causer vatm 01 Ietti9et through suits bwught fm that pmpose. Venue fm such suits 
shall lie in Tta9is County, Texas. Either party to said action may appeal to the 
appellate couil ha;ingjmisdiction ovct said cause and said appeal shall be at once 
rctm tJablc to said appellate cow t haviitgjuJ isdictioii over said cause a11d said actim• 
so appealed shall han pieccdence in said appellate com t ovu all causes of a 
diflbcut chaaactet thetein pending. Ncithu the wccivei, the conscnatm, nm the 
association slldll be requiied to gi vc an appeal bond in any cause m ising lteJcundei. 

[(e) hisarets designated as impai1ed insuttiS by the Commissione1 shall be 
exempt fwm assessme11t flom and aftu the date of the designation and until the 
Commissionu determines that the insmu is no longu an impaiJed inswcr. 
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[(f) Funds advanced by the association under the p10dsions of this Act shall 
JIOt bctVlltC assets of the impahcd insutct but slta:ll be decnrcd a special futrd loaned 
to tlit recti vca or tiit conset valor fot payrttcnt of covered clairi1s, wiiith loan simi! 
be Itpayablc to the extent available fmm the funds of such impahcd insmu, as 
huein pmvided. 

[(g) Income fwm the investment of any of the funds of the association may be 
bansfcncd to the administrative account aathmizcd iu Section J4A(l) of this 
atticlc. The funds in this accouut may be used by the assuciatiou fm the pmposc 
ofJtiCcting adltrinishati ve costs and ot!JCI genu at expenses of tlit associativ••· Up011 
notiflcatimr by the association of tire amootil of any additional funds tJccdcd fm the 
administrative account the Conunissio11ct shall assess membet insureiS to obtain 
the needed funds in the same manilet as hctcinlx:fvrc set out, pwvidcd, that he shall 
take into considctation the 11ct ditcct Wiittcn piCmium collected i11 the State of 
Texas f01 all lilies ofbusi11css coveted by this atLiclc, and pwvidcd fuilhCi that no 
assessment fm administrative expenses incuned by a supc1 visOJ OJ consu vatm 
appointed by the Commissione1 m a reed nt appointed by a com t of competent 
jmisdiction fm a Honmembcr of the association ot unauthotizcd insmct operating 
in this state shall exceed $1 ,Bfle,eee each calend31 ycat. 

[Sec. 7A. PURPOSE OF ASSESSMENT. (a) The amounts pwoidcd 
pursuant to asscssiJicnts made a11dCJ this mticle are in addition to the mmshaling 
of assets by the tccei vu unde1 At tide 21.28 of this code for tiiC pat pose of tJiaking 
payments on behalf of an impaitcd iuswct. 

((b) This section docs not 1equite the tcceivu to exhaust the assets of the 
impaitcd insurCI bcfvrc an assessment is made OJ befme fu11ds dedvcd ftom au 
assessment may be used to pay covCicd claims. 

[Sec. 78. EMERGENCY CLAIMS. (a) In this section, "emugenq claims" 
means those claims. 

[(I) that would tx:: conted claims if the insUJtJ was declatcd an 
impaitcd insutti, 

[(2) fm which no bona fide dispute exists as to the liability of the 
insmCI on the claim 01 fm which payments wue begun on liability accepted befme 
t11e fJriding of ittsolvenc:y, 

[(f3t)Hfii"oni...,wv!lhii1ic:llhicaa-bbt:onir.tal""1fifridch:ccth"ani'd~srl1Ttiitpr<c"x<ios~tss"oori-wwii~llh:coxoiisstt"Wwiidtllri"toeeint~arii:nH 
policyholdeis m daimauts if thci1 claims arc not handled fmthvdth, and 

[(4) f01 which the insUitJ madu coiiSCI ~ation m tcceivcJship does not 
han suflicicnt funds to pay the emetgcncy claims. 

[(b) Ifbcfm c a deter tiiinatiori by tilt COJIJitiissionCJ t!Jat the insutu has bccotiiC 
an impaired irJSUJCI, an iHsuter has been placed in consenation andu an mdu of 
the CouunissionCI based on a fmdhrg of insolvtHcy 01 tcmpmaiy 01 ptimaiicut 
tecehuship undti a cowt otdtt based upon a fmding of insuhcncy, the 
Commissioner may request fwm the bomd of directms of the association the 
advancentetJt offotJds to enable LIIt COJtser vatot 01 tccei~CI to l1avc suffacicnt fur1ds 
to pay cmugencs claims. 

[(c) The Commissionu shall ccr tify to the boatd of ditcctors of the association 
a list of active claims that a1c cmugency claims and shall cutify the amount of 
additioual funds needed to supplement the assets of the iiiSUICI to make payment 
of tltost CIIIetgtiiCj cJaiiJIS. 

{(d) The CommissionCI, iu his ttquest, shall state the ttason 01 ttaSOiiS that a 
bona ftdc hatdship exists or will exist, that the iusuru has 11ot been declared an 
impaired inswct, and when the Commissionu teasonably anticipates that it will be 
declated an impahcd i11sutu 01 Jclcased fwm cunsct vation 01 ICctintship_ 

[(c) Upon teccipt of the Jequited ceitifications, the bomd of di•cctms may 
ad vaucc the funds 11cccssat y to pay the additional claims. 

[(f) In mdc1 to atoid undue delay in the payment of cmugcncy claims, the 
CVIISCI ~atoi or tccci~CI n1ay conttact with an insmu licensed to do business in this 
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State 01 arty other qualified otgatiization fot the handling and adjustment of tlaose 
ClllCigCIICj cJaitJIS. 

[(gJ I fan hiso1 vent iiiSUICI is satscqacJttly 1 chabrtitatcd, any anwattts advanced 
by the association shall be wpaid to the association by the insatu m pwsuant to 
any plan of tchabilitation. If an insolvent insmct is subsequently dcclaiLd an 
impahcd inswcr, amounts advanced pwsuant to this section shall be considcted 
assessments fm coveted claims undci Section 7 and subject to tire p1ovisions of this 
article; 

[rSSe~ec::-. -fl8c-. -PPlEEII'h<A'riLC'TP',I"' -fF'€81FRt-fFAAfliL::tUflR~EE-'IT'f8l-PP>'tA-¥Y~AASS!SifE;sS!<Sir.t.IIEEl'<NffT'!i-S.:-AAc-. 'fTmhe 
Commissionci may suspend 01 tcvokc, aftCI notice and hwting, the ttttiflcatc of 



534 SENATE JOURNAL-FIRST CALLED SESSION 

offsetting reset vc liabilities fm all liabilities falling within the dcfttiitiori uf"cuvctcd 
claim" as defined in this Act. The recti ve1 ot tOIISCI vato1 shall apply ail of such 
assets to the payment ufwvctcd claims, but may utilize funds received fmm the 
association in tltc payment ofclaiJrts, pending or duly liquidation 01 disposition of 
such assets. \\'-hen all covcwd claims have bun paid 01 satisfied by the Itccivct 01 
conscnatOJ, any b::rlancc ttmaining fmm the liquidation or disposition of such 
dSSClS s)tall :fitSt bt applied in ttpdjiiiCIIt Of funds CX(X::ttdtd fJOJil t)IOSC aJVdiJCCJ 

by the association. Suclr tcpaymtltls shall be tiedited as Itmaining balarices and be 
tefundcd as pwvided in Section 9 of this Act. 

[hi addition to autlroiization to n1akc actual pay anent of cuve1ed claitrrs, the 
recehet or conservatm is specifiCally authmized to utilize such maishaHed assets 
and funds duind fwm the association fm the pwposc of negotiating and 
consaniiitating coubacts of Icinswance 01 assumption of liabilities 01 conbacts of 
substitution to pwdde fm outstanding liabilities ufwveJCd claims. This Act shall 
not be conshucd to impose Itshictions ot limitations upon the authmity gtantcd 
01 authmizcd the Comn1issionu, the consct vatm or tl1c tcceivu d:scwiicJc i1r the 
htswance Code and othti statutes of this State but shall be construed and 
authot iud fm usc in tOIIjUitction with otl•e• pm lions of the Inswance Code dealing 
""ith dclittqucncy ptoceedings 01 tlncatcncd insolvuJcics 01 super visim1s 01 

cOIISCI vatmships. 
[Sec. II. APPROVAL OF COVERED CLAIMS. Cooucd claims against an 

impahcd inswet placed in tcmpmaty 01 peunanent Ittehctship under an mdu of 
liquidatimi, tcltabilitatimt 01 wnstt vatimt by a coo• t ofcoiitpetcntjaiisdictiotJ slldll 
be pwcesscd and acted upon by the acceivct 01 ancillaa y Ittcivu in the same 
man net as othu claims as pwvidcd in At tide 21.28 of the lnswance Code and as 
mdued by the cowl in which socii Itceivuship is pending, p1ovidcd, howe vet, tl1at 
funds teccived flam the association shall be liable only fot the diffbcnce between 
tlte amount of tlte covucd claiiiJS apptoved by tilt accci vCI aJtd tlte amount of tltc 
assets matshalled by the teceivu fm payment to holdCis of CORtcd claims, and 
p1mided fmthCI, that in anci:lldly Jtccivuships iu this State, fuuds tcceived fwm 
the association shall be liable ouly fm the diffcacnce bctweeu the amount oF the 
covued claims appwnd by the ancillaiy aeccivCI and the amount of assets 
matshailcd by the tcceheas in othu states for application to payment ofcovued 
claims witl1i1t tltis State. Socii funds received flam the association shall not be liable 
fm any amount URI and above that appwvcd by the Jeteivcr fm a COY tied claim, 
and any action bwught by the lmldet of such CVYCied claim appealing fwm the 
1eceivet's action shall not increase the liability of such funds, p1ovided, howevci, 
that the receivu may, in the disuction of the ttceivu, modify a rejection 01 

appwval of a covcJed claim fm just cause at any time doling the pendency of the 
IeteiYCiship. The tcceiYCI may use funds Itceivcd Hom the association to pay a 
patticulw covued clai111 befo1e the Jeceint has pwccssed all claims to dctctminc 
which a1c covctcd claims. 

[If a consei 9atm is appointed to handle the affahs of an impaired insutu the 
consc1 vatm shall detcnninc whcthCI 01 not covCied claims should 01 can be 
pi09idcd for in whole 01 in patt by rciusmancc, assumption 01 substitution. Upon 
dctctinination by the conset vatm that actual payment ofco9eted clai1ns should be 
made t!Jt coiiStt vatot slldll give notice of such dete• 1nination to claimants falliiig 
within the class of '"conacd claims." The consCI Mtm shall mail such notice to the 
latest additss reflected in the ICWids oF the impahed insmet. If the ttcotds oF the 
impaitcd inswea do not teftect the addtess of a claimant, the COIISCt Ydlor may give 
notice by publication in a ncwspapu of general citcalation. Such notice shall state 
the time within which the claimant must fde his claim with the wnsct ;ator, which 
time shall in no event be less that! ninety (90) days fiom tltc date oftltc mailing 01 

publication of such notice. The consu vatm may teqaiie, in whole 01 in pail, that 
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swmn claiJtl fm rns be filed aitd may Itqoilt that additim1al infVI matior1 01 evidence 
bt filed 35 Ilidj be IWSOUab}j IICCCSS3ij fvt the COIISCI Vdl\Ji tO dttCI Iilhlt the legality 
01 the amount due undu a colflcttd claim. '..Vhcn au impaitcd insutu has been 
placed in consenatmship, the funds Jtctivcd fium the association shall be liable 
only fm the diffCitncc between the amount of the covcJcd claim appw~ed by the 
CVIISct 93LOI and the amount of assets matshallcd by the COIISCI vatm fm payment 
to holdCis of cunred claims. Any action bwught by the holdct of such WRied 
daim against the impaired insatCI shall not inciCase the liability of such funds, 
pwvidcd, howevu, that the consct vator ntay review his action in appwving a 
covCied claim and may fm just cause modify such appwval at any time during the 
pctidency of the COIISeiVdt01S)lip. 

[Upon detct ntittation by the eo user vatm that actual payiJtCJtt ofcovued daiJns 
sltould be n1ade 01 upon mdu of the cowl to the Iecei;cr to give notice for the f1Iing 
of claims, any person who has a cause of action against an insmcd of the impaited 
inswet undu a liabiHty insutance politj issued OJ assumed by such insutu shall 
(if such cause of action meets the definition of "covucd claim") han the tight to 
file a claiJtt with the terei ¥ei 01 the consct ;a tot, rcgatdless of the fact t11at such daittJ 
may be contingent, and such claim may be appw;cd as a "covued claim" (1) if it 
may be Ieasunably infutcd flont the proof ptescntcd up011 such claim that such 
pusan would be able to obtain ajudgmeut upon such cause of action against such 
insmcd, and (2) if such person shall famish suitable proof that no fwtlret valid 
claims against such insmu a1 ising out ofltis cause ofaction otlwr than those aheady 
ptCSCJJted can be illdde, and (J) if the total liability Ofsucli insUier tO al1 claimants 
at ising out of the same act of its iusmcd shail be no greatet than its totai liability 
would be wcte it not in liquidation, tchabilitation 01 wnsCJ vation. In the 
ptocccdings ofconsiduing "cowtcd claiJtJs" nojudgmutt against an i1tsured taken 
aftu the date of tlJC commencement of the dclinquellcy ptouedings VI the 
appoinhnent of a consctvatVI shall be considued as evidcrtce of liability, ot of the 
amount of damages, and no judgmcut against an insmed taken by default 01 by 
collusion ptiOI to the commencement of the delinquency pwcccdjngs VI the 
appoiiJtment of a conscrvatot slldll be considctcd as condusi;e evidence eitlJCr (I) 
of the liability of such insmed to such pCison upon such cause of action, 01 (2) of 
the amount of damages to which such person is the1ein entitled. 

[The acceptance of payment fwm the tcccivu 01 wnsCJ MtOt by the holdu of 
a eovued claim 01 the acceptance of the benefits of contracts negotiated by the 
recciKI 01 conscnatot pwviding fm ItiJISUiancc 01 assumption of liabilities 01 for 
substitution shall constitute an assignment to the impaited insmcr of any cause of 
actimt or right of tl1e holder of such co¥ettd dai1n arising f1 0111 the ocewtcnce upon 
which the covered claim is based. Such assignment sha:ll be to the extent of the 
amount accepted 01 the value of the bencftts pwvided by such contracts of 
reiiiSUtancc 01 assumption of liabilities 01 substitution. 

[Sec. 12. NONDUPLIC,.,TION OF RECOVERY. "'"Y pusan ha>ing a 
claim against an insuru undet any pwvision in an inswance policy othCI than a 
policy of an impaitcd inswu, which is also a co¥Cied claim, shall be JCquired to 
exhaust fnst his 1ight undu such policy. The amount of an appJORd claim under 
this Act shall be Itduced by the policy limits of 01 amount paid undCI such 
irJSurance policy, whidtevet amount is g:rcatei. WIJtn a daimatJt exhausts his 1 ig!Jt 
undCI a policy other than a policy of an impaitcd insutei, the insmc1 issuing that 
polity is not entjtlcd to sue 01 continue a suit against the [nsmcd of the impaitcd 
insmet to tecovm any amount paid the claimant undCJ that policy. 

[AllY I eCOVCIY andet this Act slldll be Ieduud by the aJUOUill VfietOVCI) andCI 
any othe1 insmance guatauty act, 01 its equivalent, in any othu state. Any pusan 
liMing a co~ered claim who is a resident of auuthu state shall not be entitled to 
payment UJidCI this Act UIIICSS and until he fa1 nisl•es adequate swm n ptoof that l1c 
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has exhausted any and all tights ufrccovuy that he has in his state oftcsidcncc and 

[Sec. 13. RELEASE FROM CONSERVATORSIIIP OR RECEIVERSIIIP. 
An impaitcd insutct placed in causer vatmship 01 wcchuship fm which advances 
ha~c been made undct the pwvisions of this Act shall not be authmized. upon 
tclcasc fmm consc:I vatmslrip 01 rcccivuship, to issue new 01 tcncwai inswancc 
policies until such tiittc as the impai1cd insurct lias repaid in full to the assuciatimt 
the funds advanced by it, pwvidcd, howC\ltt, the Cummissiolltl may, upon 
application of the association and aftu heating, pet tnit the issuatJct of new policies 
in accmdancc with a plan of upuations by the tcltascd inswu f01 npayment of 
advances. The ConnnissionCI may, in appwving such :plan, place such tcstrictions 
upon the issuance of new 01 IeneMrl policies as he deems Heccssaiy to the 
implementation of the plan. 

[Sec. 14. ADVISORY ASSOCIATION. A. Ciwti011 of the Association. (I) 
TheiC is he1eby ucatcd a IIOiipiVfit lcgai entity to be known as the Texas Pwpu ty 
and Casualty lnsmance Gumanty Association. All menrbct insuieis shall be and 
Icmain membus of the association as a wndition ptccedent to thei• authmity to 
Liansact insmance in this State. The association shall pufvun its functions undu 
the plan of opCiation established and appw9Cd as set out below and shall excicise 
its pow us thwugit a boa1d ofdi1ectms established as set out below. Fm the pwposes 
of adininisttation and assessinCirt, the boaad shall establislt fvw accounts. 

[(a) the administrative account, 
[(b) the wmkCis' compensation acwuut, 
[(c) the automobile account, and 
[(d) the othet lines of htsUiailec account. 

[(2) The association shall come undet the immediate sapo vision of 
the Connni:Ssioner and shalllx: subject to tftc applicable p1ovisions oftlae iusmancc 
laws of this State. 

[B. Bodld of Dinctoas. (l) The association shall exeicist its puwus thwugi1 
a bodid of diacctms wnsisting of nine (9) pc:Isons, fin (5) of whom shall be 

entity 1 cgulated by the State Bodid of hiSUI ancc, 
(f(2~)"a"'pc>ei•SOO>nUrTitqtaoaniTICeddcttO<rTJCC0 .. iSOl<CTJ-owoi·t~hrtti~ICCCSSCCCCOICctla>Irj<oO~[ 

•s•ta.,tc.,.,ucmn<d~c"I-fC~lhiaarprttceri-3'lfl6~5c,"Ge;;on.,~crinn~nni<C"I"ttH'C'londd~eo,"o"I 
[f(3'1t)"''"~laattccdrl-ntoCHaMp>e"'"s"onioi"d"c""seoinii!b>c•d:HbiTyveS<mu~bdrlinv1iii<si<iormnr+(tlt)'vori 

(2) of this subsection within the second dtgJcc of affinity 01 wnsanguiuity. 
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[(2) Dhcctms shail not 1\...\...I .. H'-' auy ttmunctation or cmolumcut of 
otfkc, but they shail be entitled to Ithnbmscmcnt fm thci1 actual expenses incur ted 
in pcrfmming their duties as directors. 

[(3) Each dit cctm of the association shall file a fmancial statement 
with the scucta1y of state in accordance with Scctious 3 and 4, ChaptCI 421, Acts 
of the 63td Lcgislatutc, Rcgaldi Session, 1973 (At tide 6252-9b, YtiiiOH's l'cxas 
Ci•il Statutes). 

[C. Powcts and Duties of Association. In addition to the powus and duties 
cnumctatcd iii othci sections of this article, the association. 

[(I) May tcndti assistance and advice to t11c Cormnissioncr, upon his 
tcqucst, concuning Ithabilitation, payment of dai1ns, contiaruatimts of covciagc, 
or the pu for mauce of othCI conli ac tuai obligations of any impai• cd insw ct, 

[(2) Shall bait the standing to appeal bcfmc any cow tin this State 
with jmisdiction ovct an impaitcd inswcr conwrning which the association is 01 

may become obligated undcr this Act, 
[(3) May entcr into such conliacts as arc neccssatj 01 pmpc1, 

includiag the powCI to bon ow money, to cany out the pwvisions and pwposes of 
this a• tide, 

[(4) May sue m be sued, including taking any legal actions neussa1y 
01 pwpu fm ItCORij of any unpaid assessments, 

[(5) May employ 01 1ctain such pusons as ate ncccssa•y to handle the 
fmancial Ltansactions of the association, and to pufoun such othu functions as 
become necessiuy or pwpei uude1 this Act, 

[(6) May negotiate and conltact nith any 1iquidatOI, nhabilitatOI, 
consc• vatoi, Ietcivu, 01 ancillary recei9CI to catry out the powets a1td duties of the 
association, and 

[(7) May take such legal action as may be necessa1y to alloid the 
payment of imprope& claims. 

[D. Plan of Operation. (l)(a) The association shall submit to the 
Commissioner a plan of opcration and any amendment thCJcto nccessa•y ot 
suita-ble to assuae the fah, reasonable, and equitable adminishation of the 
association. The plan of opuation and any amendments thu do shall become 
effective upon appwval in wiiting by the Commissiunct. 

[(b) If the association fails to submit a suitable plan of 
opnation within one hundred and eighty (180) days followiag the effccthe date of 
this Act, 01 if at any time thucaftu the association fails to submit suitable 
amendments to the plan, the CommissionCI may, after notice and hca1ing, adopt 
and pwmulgate such reasonable 1 ales as a1e uecessm y 01 addsablc to effi::ctuatc the 
pro9isions of this Act. Such tales shall continue in fmcc au til modified by the 
~ommissioner. o~ supttsedcd by a plan submitted ~>Y the association and app1oved 
uy the Comnussrone1. 

[(2) All ntcmber inswcrs shall comply with the plan of opttation. 
[(3) The plan of opctation shall, in addition to Iequncmcnts 

ciiumuated clsewhete m this Act. 
[(a) establish pwcedmcs for handling the assets of the 

association, 
[(b) establish the amount and wetbod of Ithnbmsing 

membtts of the board of directors undct this section, 
[(c) establish rcgulat places and times for meetings of 

the boa• d of dh ecto1 s, 
[(d) establish pwccdmes f01 Itcords to be kept of all 

fiaancial taausaetions of the association, its agents and the boatd of directors, 
[(c) establish any additional ptoccdwcs for assessJueats 

undu Section 7 of this a• tide, aud 
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[(f) contain additional pwvisions llttcssaiy 01 pwpc1 
fat the execution of the pow us and duties of the association. 

[E. Prevention of lnsohcncies and hnpaitmcnts and Adminisbation of 
Estates. To aid in the detection and ptCYtntion of insUitt insuhcncics and 
impahmcnts and int!It adttliiaisbation ofteuivCiship and WilstJ vatmsl1ip estates. 

[(I) The boatd of ditectms shall notify the CommissioncJ of any 
infounation indicating any mcmbet, unauthudzed insmu, 01 nonmcmbct of the 
association may be unable 01 potentially unable to fulfill its conhacts, policies, 01 

tOIJhactaal obligations and may request appt op1iatc investigation and action by tlw 
Commissionct who may, in his discretion, make such itncstigation and take such 
action as he deems appwpriate. In canying out its duties under this Act and on 
wtitten tcquest by the Commissionu, the boatd of directors shall authorize 
expetaditate of fmtds f1ona the administrative accoatat fm teasomrblc and necessary 
adminisbative experascs incmred by a super vism or corasc1 vatm appointed by the 
Commissionu or a Ittei vCI appointed by a court of competent jm isdiction fm a 
nonmembet of the association or unauthotized inswet opuating in this state in 
those instances in wlticlJ tire Conitnissioner has notifiCd the board of directots OJ 
the boa1d ofdhectors has otherwise become aware that. 

[(a) the IIOUiiiembu of the association OJ unauthOJ izcd 
inswu has insuffkicut liquid assets to pay the expenses of administcling the 
JeccivCisftip 01 COIIsei vatotship of t)JC rJOIIIIICiliUCI Of the associatiOII OJ 
unauthOJiztd insmct, 

[(b) insufftcicnt funds rue available fiom abandoned 
foiJds as ptovided by Section 8 of AI tide 21.28 of the lnsmancc Code, and 

[(c) insufficient funds ate available to the State Boa1d of 
h1smance fwm appwptiations f01 usc in meeting those adminisltatin expenses. 

[Funds spent by the associatior1 undu this pioYision shall not bccoLtie 
assets of the nomnember of the association m unauthmized inswet but a1c 
considucd a special fund loaned to the 1eceivu 01 the consuvatm f01 payment of 
adminishative extxnses, which loan is repay;:rblc to the extent available fwm the 
fuiids of the nonmember of the association 01 UIIaatlimized insutei. 

[(2) The boatd of dhectms shall advise and wunsel with the 
CmitJIIissimtei upon 1nattus relating to the solveJrcy ofitiSUitts. The Cmmnissionet 
shall call a meeting of the board ofdirectms when he detemrines that an insmu is 
insolvent m impaind and may call a meeting of the board of directors when Ire 
detenniues that a daugCI of insohency 01 impairment of an inswu exists. Such 
meetings shall not be open to the public and only membets ofthe boa1d ofditcctms, 
membets of the State Borud of lnsmance, the Commissioner, and petsons 
authorized by the Commissioner shall attend socii meetings. The boatd ofditectms 
shall notify the Commissioner of any infm mation indicating that an inswCI may 
be unable 01 potentially unable to fulftll its contractual ubligatiom and tequcst a 
meeting with the Commissionu. At such meetings the Commissionet may divulge 
to the boa•d ofditcctms any information in his possession and any Ittords of the 
State Boatd of Jnsmanee, including examination Itpmts or preliminary repmts 
f1onr CM.miners relating to such insure1, The Conrniissionei tnay summon office1 s, 
directors, and employees of an insolvent 01 impaired inswu (VI an inswu the 
Commissiouu considus to be in danger of insolvency VI impairment) to appeal 
bcfme the boatd ofdhectms fot cmJfcrcncc 01 fm the taking oftcstimon). 1\:lcmlxt s 
of the boatd ofditectms sliaH IIot rcvad itJfmmation teccived in suclr JncetiiJgs to 
anyone unless authmized by the Commissioner VI the State Boa1d oflnswancc 01 

when requited as witness in comt. Boaad members and all of such meetings and 
pwcced:ings undCI this section shail be subject to the same standatd of 
conftdentiality as is imposed upon examineiS undct AILiclc 1.18 of the Inswancc 
Code, as amended, except that no bond shall be nquired of a boatd mcmbc1. 
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[The boaid of ditcctms shall, upon rcqucst by the Commissioner, 
attend beatings bcfmc the Commissionu and meet with and advise the 
Commissioner, liqaidatm, 01 censer vatOI appointed by t11e Commissionu, on 
tnattcJ s relating to the affaits ofaii iitJpaited insurer and tclating to action that may 
be taken by the Commissionu, liqaidatm, 01 conscnator appointed by the 
Commissioiiti to best pwtcet the intucsts ufpcJsons holding covucd conltactual 
obligations against an hnpahed insmer and tclating to the amount and timing of 
partial assessments and the marshalling of assets and the processing and handling 
of conh actual obligations. 

[(3) The bodld of dircctms may make ICPOI ts and Itcmmnendatious 
to the ConnnissionCI upon any mattu gcnnanc to the sohency, liquidation, 
Jthabilitation, m co user vation of any nocm'oc1 insmer. Such Icpm ts and 
•ccommcndations shall not be cousidued public documents. Repmts 01 
Itcommcndations made by the boa•d ofdhcctms to the Cun•missimJci, liquidatoJ, 
01 cvnsenatm shall not be considued public documents, and theiC shall be no 
liability on the pmt of and no cause of action against a membct of the boatd of 
diitclOIS 01 diC bwtd of JiJCCtoiS fOI auy tepOit, .indhidua) ICPOit, 
Jecommcndation, or individual tecommendation by the boa1d of dhcctors at 
membeiS to the Commissioner, liquidatm, 01 cmasc1 vatm. 

[(4) The boatd of directms may make •ecommendations to the 
Cummissimae1 f01 the detection and picvtntion of membct itasmet impah mcnts. 

[(5) The board of ditcctms shall, at the conclusion of any member 
insu1et impaiuncnt in which the association canicd out its duties undu this atticle 
OJ cxu ciscd any of its powu s wadet this a1 tide, ptcpat c a 1 epor t on the histm y and 
causes of such impaitment, based on the infvnnation available to the association, 
aud submit a rcpor t Oil same to the Commissioner. 

1(6) Any insmet that has an officer, ditectot, 01 employee sci ving as 
a mcmbu of the boatd ofdircctms shall not lose the right to negotiate fm and c11tcr 
into wnhacts of teinsmancc 01 assutnption of liability 01 cm•ltacts of substitution 
to provide fm liabilities for conhactual obligations with the Iccci~ca 01 consei vatm 
of an impahcd insmct. The entuing into any such contract shaH not be deemed a 
conHict of interest. 

[(7) The association o• atay insuter assessed under this article shall be 
at I intuestcd party 011der Section 3(h) of Ar tide 21.28 of the Insmaucc Code, as 
anaetaded. 

[Sec. 15, RECOGNITION OF ASSESSMENTS IN PREMIUM TAX 
OFFSET. One huadJcd pCJtcilt (188%) of any assessment paid by an insuiCr undu 
this Act shall be allowed to such htsmu as a credit against its picmium tax under 
At tide 4.18 of this code. The tax credit tcfcucd to hctein shall be allowed at a I ate 
of tea puccnt (t8%) pu scar fm ten (16) successi'llc yca1s following the date of 
assessment and at tlw option of the insmu naay be taken 09CI an additional numbu 
ufyca~s, and the balance of any tax uedit not claimed in a pruticulai ycat may be 
tdlcctcd in the books and ttWids of the iusmu as an admitted asset of the iHSUitt 
fm all paaposcs, including cxlribition in annual state1nCJtts pua suant to At tide 6.12 
of this Code. 

[Sec. 16. I:MhiUNITY. Thcte shall be no liability 011 the pat t ofand no cause 
of action of any natUJt shall arise agaitiSt any men1bu insu1e1 of the association 01 
its agents 01 employees, the association 01 its agents 01 employees, membus of the 
'uoaJd ofdiwetms, 01 the Commissionct at his rcpicscntativcs for an) action taken 
OJ not take11 by them in the pCifmmance of theh powus and duties undCI this Act. 

[Sec. 17. RULES AND REGULATIONS. Tltc State Board of Insuraucc is 
authmizcd aud dhccted to issue such •easonable wits and tcgulations as may be 
neccssaty to cany out the Mtious pmposcs and pi09isions of this Act, and iu 
augmcntatima thcieof. 
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[Sec. !Ya. ADVERTISING PROIIIBITED. It shall be unlawful fm 311J 

inswct tcquiitd to patlicipatc in the association to adnttisc 01 usc in any manner 
fm pwmotional pmposcs the fact that its policies ate pwtccted undc1 this Act, and 
such acts of advertisement m pwmotion shall constitute unfait methods of 
competition 01 unfair 01 derepti n acts 01 p1 acticcs undCI A a tide 21.21, lnsmancc 
Code, and shall be subject to the pwvisions thciCof. 

[Sec. 18. APPEALS. Any action 01 JU1ing of the Commissionu uudu this 
Act tJtay be appealed as PI09idcd in At tide 1.84 of tilt Insutaticc Code. The liability 
of the appealing insUiti fm an assessment shall be suspended pending appeal by 
such i11smu contesting the amount ot legality of such assessment. 

[Sec. 19. CERTAIN EVIDENCE NOT ADMISSIBLE, UNFAIR 
PRACTICES. (1) In any lawsuit btought by a cousc1 11atOJ OJ teceiteJ ofan impaited 
insutct fm the put pose of tttOIItiing assets of the impaitcd insUJei, the fact that 
claims against the impaitcd inswu liaR been 01 will be paid undu the prmisions 
of this at title slldll not be admissible fm any pwposcs a1rd shall not be placed befote 
any jwy eithet by oidcnce 01 wgument. 

[(2) Tlic use in any n1annci of the p1otcctiou affotded by Litis at tick 
by any pet son iu ti1c sale ufinsuiditcc sltall constitute UJtfair co1npctition aitd UJJfah 
paacticcs undCI Article 21.21 of the Insutance Code, as amended, and shall be 
subject to the pwvisions thueof. 

[Sec. 26. CONTROL OVER CONFLICTS. Tltc provisious of Litis Act and 
the powus and functions authotized by this Act ate to be cxetciscd to the end that 
its purposes we accomplished. This Act is cumulative of existing laws, but in the 
c vent of conflict between this Act artd othet law telati•tg to tl1c subject IrJattcr of tlris 
Act OJ its application, the provisions of this Act sltall conltol, except At tides 21.28 
and 21.28-A of this code aiways prevail over the pwvisions of this Act. 

[Sec. 21. UNCONSTITUTIONAL APPLICATION PROHIBITED. This 
Act and law docs not apply to any insuJet ot othe1 pet sou to who ill, undet the 
Constitution oftl1c Uttitcd States 01 tire CotJStitutiOII oftltc State of Texas, it caJ1not 
~alidly apply. 

[Sec. 22. SEVERANCE CLAUSE. If any pwvision of this Act 01 the 
application thereof to auy pet SOil 01 citcumstance is held imaiid by any comt of 
competent jwisdiction, such itnalidity shall uot affect othCI piU11isions 01 

applications of the Act which can be given effect without the invalid pwvision 01 

application, and to this end the p1011isions of this Act arc declared to be scvuablc.] 
SECTION 1.21. Article 21.28-D, Insurance Code, is amended to read as 

follows: 
Art. 21.28-D. LIFE, ACCIDENT, HEALTH, AND HOSPITAL SERVICE 

INSURANCE GUARANTY ASSOCIATION 
Sec. I. SHORT TITLE. This Act shall be known and may be cited as the 

Life, Accident, Health, and Hospital Service Insurance Guaranty Association Act. 
Sec. 2. PURPOSE. The purpose of this Act is to protect, subject to certain 

limitations, the persons specified in Section 3(a) of this Act against failure in the 
performance of contractual obligations, under life and health insurance policies and 
annuity contracts specified in Section 3(b) of this Act, because of the impairment 
or insolvency of the member insurer that issued the policies or contracts. To provide 
this protection. an association of insurers is created to pay benefits and to continue 
coverages as limited herein, and members of the association are subject to 
assessment to provide funds to carry out the purpose of this Act. 

Sec. 3. COVERAGE AND LIMITATIONS. (a) This Act provides coverage 
for a policy or contract specified in Subsection (b) of this section to: 

(I) a person. other than a nonresident certificate holder under a group 
policv or contract. who is the beneficiary, assignee. or payee of a person covered 
under Paragraph (2) of this subsection; and 
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(2) a person who is an owner of or certificate holder under the policy 
or contract; or, in the case of an unallocated annuity contract, to the person who 
is the contract holder. and who: 

(A) is a resident; or 
(B) is not a resident, but only if: 

(i) the insurers that issued the policies or 
contracts are domiciled in this state; 

(ii) the insurers never held a license or 
certificate of authority in the states in which the persons reside; 

(iii) the states have associations similar to 
the association created by this Act; and 

(iv) the person is not eligible for coverage 
by the associations. 

(b) This Act provides coverage to the persons specified in Subsection (a) of this 
section for direct, non-group life, health, accident, annuity, and supplemental 
policies or contracts. for certificates under direct group policies and contracts. group 
hospital service contracts. and for unallocated annuity contracts issued by member 
insurers, except as limited by this Act. This Act also provides coverage for all other 
insurance coverages written by mutual assessment corporations, local mutual aid 
associations, statewide mutual assessment companies, and stipulated premium 
companies licensed to do business in this state. Annuity contracts and certificates 
under group annuity contracts include guaranteed investment contracts, deposit 
administration contracts. unallocated funding agreements, allocated funding 
agreements. structured settlement agreements, lottery contracts, and any immediate 
or deferred annuity contracts. 

(c) This Act does not provide coverage for: 
(1) a portion of a policy or contract not guaranteed by the insurer, or 

under which the risk is borne by the policy or contract holder; 
(2) a policy or contract of reinsurance. unless assumption certificates 

have been issued; 
(3) a portion of a policy or contract to the extent that the rate of 

interest on which it is based: 
(A) averaged over the period of four years before the 

date on which the association becomes obligated with respect to the policy or 
contract, exceeds a rate of interest determined by subtracting two percentage points 
from Moody's Corporate Bond Yield Average averaged for that same four-year 
period or for a lesser period if the policy or contract was issued less than four years 
before the association became obligated; and 

(B) on and after the date on which the association 
becomes obligated with respect to the policy or contract, exceeds the rate of interest 
determined by subtracting three percentage points from Moody's Corporate Bond 
Yield Average as most recently available; 

(4) a plan or program of an employer, association, or similar entity 
to provide life. health, or annuity benefits to its employees or members to the extent 
that the plan or program is self-funded or uninsured, including but not limited to 
benefits payable by an employer, association, or similar entity under: 

(A) a multiple employer welfare arrangement as defined 
by the Employee Retirement Income Security Act of 1974 (29 U.S.C. Section 1002); 

(B) a minimum premium group insurance plan; 
(C) a stop-loss group insurance plan; or 
(D) an administrative services-only contract; 

( 5) a portion of a policy or contract. to the extent that it provides 
dividends or experience rating credits, or provides that fees or allowances be paid 
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to any person. including the policy or contract holder, in connection with the service 
to or administration of the policy or contract: 

(6) a policy or contract issued in this state by a member insurer at a 
time when it was not licensed to issue the policy or contract in this state; 

(7) an unallocated annuity contract issued to an employee benefit plan 
protected under the federal Pension Benefit Guaranty Corporation; and 

(8) a portion of an unallocated annuity contract that is not issued to 
or in connection with a specific employee. benefit plan for a union or association 
of natural persons, or a government lottery. 

(d) The benefits for which the association may become liable may not exceed 
the contractual obligations for which the insurer is liable or would have been liable 
if it were not an impaired or insolvent insurer. 

Sec. 4. CONSTRUCTION. This Act shall be liberally construed to effect the 
purpose under Section 2 of this Act. Section 2 of this Act shall be used as an aid 
and guide to interpretation. 

Sec. 5. DEFINITIONS. As used in this Act: 
(I) "Account" means the four accounts created under Section 6 ofthis 

(2) "Association" means the Life, Accident, Health, and Hospital 
Service Insurance Guaranty Association created under Section 6 of this Act. 

(3) ''Contractual obligation" means an obligation under a policy or 
contract or certificate under a group policy or contract, or portion thereof for which 
coverage is provided under Section 3 of this Act. A contractual obligation does not 
include: 

(A) death benefits in an amount in excess of $300,000 
or a net cash surrender or net cash withdrawal value in an amount in excess of 
$100.000 in the aggregate under one or more covered policies on any one life; 

(B) an amount in excess of $100,000 in the aggregate 
under one or more annuity contracts within the scope of this Act issued to the same 
holder of individual annuity policies or to the same annuitant or participant under 
group annuity policies or an amount in excess of$5.000.000 in unallocated annuity 
contract benefits with respect to any one contract holder irrespective of the number 
of such contracts; 

(C) an amount in excess of $200.000 in the aggregate 
under one or more accident and health, accident, or health insurance policies on 
any one life: or 

(D) punitive. exemplary. extracontractua1. or bad faith 
damages, whether agreed to or assumed by an insurer or insured or imposed by a 
court of competent jurisdiction. 

(4) "Covered policy" means any policy or contract within the scope 
of this Act under Section 3 of this Act. 

(5) "Impaired insurer" means: 
(A) A member insurer that is placed by the 

commissioner under an order of supervision. liquidation, rehabilitation, or 
conservation under the provisions of Article 21.28 or 21.28·A. Insurance Code, and 
that has been designated an "impaired insurer" by the commissioner; or 

(B) A member insurer determined in good faith by the 
commissioner to be unable or potentially unable to fulfill its contractual obligations. 

(6) "Insolvent insurer" means a member insurer whose minimum free 
surplus. if a mutual company. or whose required capital, if a stock company. 
becomes impaired to the extent prohibited by law and that has been designated an 
"insolvent insurer" by the commissioner. 

(7) "Member insurer" means any insurer licensed or that holds a 
certificate of authority to transact in this state any kind of insurance for which 
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coverage is provided under Section 3 of this Act, and includes any insurer whose 
license or certificate of authority in this state may have been suspended, revoked, 
not renewed, or voluntarily withdrawn. including a mutual assessment corporation, 
a local mutual association, a statewide mutual assessment company, and a 
stipulated premium company licensed to do business in this state, but does not 
include: 

(A) a health maintenance organization; 
(B) a fraternal benefit society; 
(C) a mandatory state pooling plan; 
(D) an insurance exchange; or 
(E) any entity similar to any of those described by 

Paragraphs (A)-(D) of this subdivision. 
(8) "Moody's Corporate Bond Yield Average" means the Monthly 

Average Corporates as published by Moody's Investors Service, Inc., or any 
successor to that entity. 

(9) "Person" means any individual, corporation, partnership, 
association, or voluntary organization. 

(10) "Premiums" means amounts received on covered policies or 
contracts less premiums, considerations. and deposits returned on those policies or 
contracts, and less dividends and experience credits on those policies or contracts. 
"Premiums" does not include amounts received for policies or contracts or for the 
portions of any policies or contracts for which coverage is not provided under 
Section 3(b) of this Act, except that assessible premiums shall not be reduced on 
account of Section 3(c)(3) of this Act relating to interest limitations and Section 5(3) 
of this Act relating to limitations with respect to any one individual, any one 
participant, any one annuitant, and any one contract holder. "Premiums" does not 
include premiums in excess of five million dollars on any unallocated annuity 
contract not issued under a governmental retirement plan established under Section 
401, 403(b), or 457 of the United States Internal Revenue Code (26 U.S.C. Sections 
401, 403(b) and 457). "Premiums" also does not include premiums received from 
the Treasury of the State of Texas or from the Treasury of the United States for 
insurance contracted for by the state or federal government for the purpose of 
providing welfare benefits to designated welfare recipients or for insurance 
contracted for by the state or federal government in accordance with or in 
furtherance of the provisions of Title 2, Human Resources Code, or the Federal 
Social Security Act. 

(I I) "Resident" means any person who resides in this state at the time 
a member insurer is determined to be an impaired or insolvent insurer and to whom 
a contractual obligation is owed. A person may be a resident of only one state. which 
in the case of a person other than a natural person is its principal place of business. 

(12) "Supplemental contract" means any agreement entered into for 
the distribution of policy or contract proceeds. 

{13) "Unallocated annuity contract" means any annuity contract or 
group annuity certificate that is not issued to and owned by an individual. except 
to the extent of any annuity benefits guaranteed to an individual by an insurer under 
the contract or certificate. 

Sec. 6. CREATION OF THE ASSOCIATION. (a) The Life. Accident, 
Health, and Hospital Service Insurance Guaranty Association is a nonprofit legal 
entity. All member insurers shall be and remain members of the association as a 
condition of their authority to transact insurance in this state_ The association shall 
perform its functions under the plan of operation established and approved under 
Section 10 of this Act and shall exercise its powers through a board of directors 
established under Section 7 of this Act. For purposes of administration and 
assessment, the association shall maintain four accounts: 
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(I) the accident, health, and hospital services account; 
(2) the life insurance account; 
(3) the annuity account; and 
(4) the administrative account." 

(b) The association is under the immediate supervision of the commissioner 
and is subject to the applicable provisions of this code and any other law governing 
insurance in this state. 

Sec. 7. BOARD OF DIRECTORS. (a) The State Board of Insurance shall 
apooint a board of directors of the association consisting of nine members, three 
of whom shall be chosen from employees or officers chosen from the ten member 
companies having the largest total direct premium income based on the latest 
financial statement on file at date of appointment, two of whom shall be chosen 
from the other companies to give fair representation to all such member insurers 
based on due consideration of their varying categories of premium income and 
geographical location, and four of whom shall be representatives of the general 
public. Members serve for six-yearstaggered terms. with the terms of three members 
expiring each odd-numbered year. All directors shall serve until their successors are 
appointed. except that in the case of any vacancy. the unexpired term of office shall 
be filled by the appointment of a director by the State Board of Insurance. Should 
any director cease to be an officer or employee of a member insurer during his term 
of office, such office shall become vacant until his successor shall have been 
appointed. All directors shall be eligible to succeed themselves in office. A public 
representative may not be: 

(I) an officer, director, or employee of an insurance company. 
insurance agency, agent, broker, solicitor. adjuster. or any other business entity 
regulated by the State Board of Insurance; 

(2) a person required to register with the secretary of state under 
Chapter 305, Government Code; or 

(3) related to a person described by Subparagraph (I) or (2) of this 
paragraph within the second degree of affinity or consanguinity. 

(b) Each director of the association shall file a financial statement with the 
secretary of state in accordance with Sections 3 and 4, Chapter 421, Acts of the 63rd 
Legislature, Regular Session, 1973 (Article 6252-9b, Vernon's Texas Civil Statutes). 

(c) Members of the board may be reimbursed from the assets of the association 
for expenses incurred by them as members of the board of directors but members 
of the board may not otherwise be compensated by the association for their services. 

Sec. 8. POWERS AND DUTIES OF THE ASSOCIATION. (a) If a member 
insurer is an impaired domestic insurer. the association may, in its discretion, and 
subject to any conditions imposed by the association that do not impair the 
contractual obligations of the impaired insurer. that are approved by the 
commissioner, and that are, except in cases of court-ordered conservation or 
rehabilitation, also approved by the impaired insurer: 

(I) guarantee, assume, or reinsure, or cause to be guaranteed, 
assumed, or reinsured, any or all of the policies or contracts of the impaired insurer: 

(2) provide the moneys, pledges, notes. guarantees, or other means as 
are proper to effectuate Subdivision ( 1) of this subsection and assure payment of the 
contractual obligations of the impaired insurer pending action under Subdivision 
(I) of this subsection; or 

(3) loan money to the impaired insurer. 
(b) If a member insurer is an impaired insurer, whether domestic, foreign or 

alien, and the insurer is not paying claims timely, subject to the conditions specified 
in Subsection (c) of this section. the association shall: . 

(I) take any of the actions specified in Subsection (a) of this section, 
subject to the conditions in that subsection; or 
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(2) provide substitute benefits in lieu of the contractual obligations of 
the impaired insurer solely for health claims, periodic annuity benefit payments, 
death benefits, supplemental benefits. and cash withdrawals for policy or contract 
owners who petition for substitUte benefits under claims of emergency or hardship 
under standards proposed by the association and approved by the commissioner. 

(c) The association is subject to Subsection (b) of this section only if: 
( 1) the laws of the impaired insurer's state of domicile provided that, 

until all payments of or on account of the impaired insurer's contractual obligations 
by all guaranty associations, along with all expenses of the associations and interest 
on all those payments and expenses have been repaid to the guarantv associations 
or a plan of repayment by the impaired insurer has been approved by the guaranty 
associations: 

(A) the delinquency proceeding mav not be dismissed; 
(B) the impaired insurer and its assets may not be 

returned to the control of its shareholders or private management; and 
(C) the impaired insurer may not solicit or accept new 

business or have any suspended or revoked license restored; and 
(2) the impaired insurer is a domestic insurer, and has been placed 

under an order of rehabilitation by a court of competent jurisdiction in this state; 
or 

(3) the impaired insurer is a foreign or alien insurer and: 
(A) it has been prohibited from soliciting or accepting 

new business in this state; 
(B) its certificate of authority has been suspended or 

revoked in this state; and 
(C) a petition for rehabilitation or liquidation has been 

filed in a court of competent jurisdiction in its state of domicile by the commissioner 
of the state. 

(d) Except as provided by Subsection (e) of this section, if a member insurer 
is an insolvent insurer, the association shall provide the moneys, pledges, 
guarantees, or other means as are reasonably necessary to discharge the duties of the 
insolvent insurer and: 

( 1) guarantee, assume, or reinsure, or cause to be guaranteed, 
assumed, or reinsured, the policies or contracts of the insolvent insurer; or 

(2) assure oayment of the contractual obligations of the insolvent 
insurer. 
-----rclWhen proceeding under Subsections (b)(2) or (d) of this section, with respect 
to only life and health insurance policies the association shall: 

( 1) assure payment of benefits for premiums identical to the 
premiums and benefits, except for tenns of conversion and renewability that would 
have been payable under the policies of the insolvent insurer, for claims incurred: 

(A) with respect to a group policy or contract, the later 
of: 

(i) the earlier of the next renewal date 
under the policy or contract or the 45th day after the date the association becomes 
obligated with respect to the policy; or 

(ii) the 30th day after the date the 
association becomes obligated with respect to the policy; or 

(B) with respect to an individual policy, the later of: 
(i) the earlier of the next renewal date 

under the policy, if any, or the date one year after the date the association becomes 
obligated with respect to the policy; or 

(ii) the 30th day after the date the 
association becomes obligated with respect to the policy; 
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(2) make diligent efforts to provide all known insureds or group 
policyholders notice before the 30th day before the benefits provided arc 
terminated; and 

(3) with respect to individual policies, make available to each known 
insured, or owner if other than the insured, and with respect to an individual 
formerly insured under a group policy who is not eligible for replacement group 
coverage, substitute coverage on an individual basis in accordance with the 
provisions of Subsection (0 of this section, if the insureds had a right under law or 
the terminated policy to convert coverage to individual coverage or to continue an 
individual policy in force until a specified age or for a specified time, during which 
the insurer had no right unilaterally to make changes in any provision of the policy 
or had a right only to make changes in premium by class. 

(Q In providing the substitute coverage required under Subsection (e)(3) of this 
section, the association may offer either to reissue the terminated coverage or to 
issue an alternative policy. Alternative or reissued policies shall be offered without 
requiring evidence of insurability, and may not provide for any waiting ocriod or 
exclusion that would not have applied under the terminated policy. The association 
mav reinsure any alternative or reissued policy. 

(g) An alternative policy adopted by the association is subject to the approval 
of the commissioner. The association may adopt alternative policies of various types 
for future issuance without regard to any particular impairment or insolvency. 

(h) An alternative policy issued by the association must contain at least the 
minimum statutory provisions required in this state and provide benefits that are 
not unreasonable in relation to the premium charged. The association shall set the 
premium in accordance with a table of rates adopted by the association. The 
premium shall reflect the amount of insurance to be provided and the age and class 
of risk of each insured, but may not reflect any changes in the health of the insured 
after the original policy was last underwritten. 

(i) An alternative policy issued by the association must provide coverage of a 
type similar to that of the policy issued by the impaired or insolvent insurer, as 
determined by the association. 

(j) If the association elects to reissue terminated coverage at a premium rate 
different from that charged under the terminated policy, the premium shall be set 
by the association in accordance with the amount of insurance provided and the age 
and class of risk. subject to approval of the commissioner or by a court of competent 
jurisdiction. 

(k) The association's obligations with respect to coverage under any policy of 
the impaired or insolvent insurer or under any reissued or alternative policy cease 
on the date the coverage or policy is replaced by another similar policy by the 
policyholder, the insured, or the association. 

(I) When proceeding under Subsection (bX2) or (d) of this section with respect 
to a policy or contract carrying guaranteed minimum interest rates, the association 
shall assure the payment or crediting of a rate of interest consistent with Section 
3(c)(3) of this Act. 

(m) Nonpayment of premiums within 31 days after the date required under the 
terms of any guaranteed, assumed, alternative, or reissued policy or contract or 
substitute coverage terminates the association's obligations under the policy or 
coverage under this Act with respect to that policy or coverage. except with respect 
to any claims incurred or any net cash surrender value due in accordance with the 
provisions of this Act. 

(n) Premiums due for coverage after entry of an order of liquidation of an 
insolvent insurer belong to and arc payable at the direction of the association. and 
the association is liable for unearned premiums due to policy or contract owners 
arising after the entry of the order. 
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(o) The protection provided by this Act does not apply where any guaranty 
protection is provided to residents of this state by the laws of the domiciliary state 
or jurisdiction of the impaired or insolvent insurer other than this state. 

(p) In carrying out its duties under this section, the association may, subject to 
approval by the court: 

( 1) impose permanent policy or contract liens in connection with any 
guarantee. assumption, or reinsurance agreement if the association finds that the 
amounts that can be assessed under this Act are less than the amounts needed to 
assure full and prompt performance of the association's duties under this Act. or 
that the economic or financial conditions as they affect member insurers are 
sufficiently adverse to make the imposition of the permanent policy or contract liens 
in the public interest; or 

(2) impose temporary moratoriums or liens on payments of cash 
values and policy loans. or any other right to withdraw funds held in conjunction 
with policies or contracts, in addition to any contractual provisions for deferral of 
cash or policy loan value. 

(g) If the association fails to act within a reasonable period of time as provided 
in Subsections (b)(2), (d), and (e) of this section, the commissioner may assume the 
powers and duties of the association under this Act with respect to impaired or 
insolvent insurers. 

(r) The association may render assistance and advice to the commissioner. on 
request, concerning rehabilitation, payment of claims. continuance of coverage, or 
the performance of other contractual obligations of an impaired or insolvent 
insurer. 
-----ys)The association may appear before any court in this state with jurisdiction 
over an impaired or insolvent insurer concerning which the association is or may 
become obligated under this Act. This right extends to all matters germane to the 
powers and duties of the association, including proposals for reinsuring. modifying, 
or guaranteeing the policies or contracts of the impaired or insolvent insurer and 
the determination of the policies or contracts and contractual obligations. The 
association may apoear or intervene before a court in another state with jurisdiction 
over an impaired or insolvent insurer for which the association is or may become 
obligated or with jurisdiction over a third party against whom the association may 
have rights through subrogation of the insurer's policyholders. 

(I) A person receiving benefits under this Act shall be deemed to have assigned 
the rights under. and any causes of action relating to. the covered policy or contract 
to the association to the extent of the benefits received under this Act, whether the 
benefits arc payments of or on account of contractual obligations. continuation of 
coverage. or provision of substitute or alternative coverages. The association may 
require an assignment to it of the rights and cause of action by any payee. policy 
or contract owner. beneficiary, insured, or annuitant as a condition to the receipt 
of a right or benefit under this Act. The subrogation rights of the association under 
this subsection shall have the same priority against the assets of the impaired or 
insolvent insurer as that possessed by the person entitled to receive benefits under 
this Act. 

(u) The association has all common-law rights of subrogation and any other 
equitable or legal remedy that would have been available to the impaired or 
insolvent insurer or holder of a policy or contract with respect to such a policy or 
contract. 

(v) The association may: 
(I) enter into contracts as are necessary or proper to carrv out the 

provisions and purposes of this Act; 
(2} sue or be sued, including taking any legal actions necessary or 

proper to recover any unpaid assessments under Section 9 of this Act and to settle 
claims or potential claims against it; 
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would endanger the ability of the member insurer to fulfill its contractual 

obligations. The total of all assessments on a member insurer for each account may 
not exceed one percent of the insurer's premiums on the policies covered by the 

account in any one calendar vear. 
(i) If an assessment against a member insurer is abated or deferred under 

Subsection (h) of this section, in whole or in part, the amount by which the 

assessment is abated or deferred may be assessed against the other member insurers 

in a manner consistent with the basis for assessments set forth in this subsection. 

If the maximum assessment, together with the other assets of the association, does 
not provide in any one year an amount sufficient to carry out the responsibilities 

of the association, the necessary additional funds shall be assessed as soon thereafter 

as permitted by this Act. 
(j) The board of directors may, by an equitable method as established in the 

plan of operation, refund to member insurers, in proportion to the contribution of 
each member insurer, the amount by which the assets exceed the amount the board 

of directors finds is necessary to carry out during the coming year the obligations 
of the association with regard to that amount, including assets accruing from net 

realized gains and income from investments. A reasonable amount may be retained 

to provide funds for the continuing expenses of the association and for future Jesses 

if refunds are impractical. 
(k) The association shall issue to each insurer paying a Class B assessment under 

this Act a certificate of contribution, in a form prescribed by the commissioner, for 
the amount so paid. All outstanding certificates shall be of equal dignity and priority 

without reference to amounts or date of issue. 
(I) The commissioner may suspend or revoke. after notice and hearing, the 

certificate of authority to transact business in this state of any insurer who fails to 
pay an assessment when due. Any insurer whose certificate of authority to do 

business in this state is canceled or surrendered shall be liable for any unpaid 
assessments made prior to the date of such cancellation or surrender. 

(m) The amounts provided pursuant to assessments made under this section 

are supplemental to the marshaling of assets for the purpose of making payments 
on behalf of an impaired insurer. 

(n) All assessments collected by the association may be deposited into the Texas 
Treasury Safekeeping Trust Company in accordance with procedures established by 

the state treasurer. The funds deposited shall be accounted for separately from all 
other funds by the state treasurer to the association. 

Sec. 10. PLAN OF OPERATION. (a) The association operates under a plan 

of operation aDProved by the commissioner. The association may amend the plan. 
subject to the approval of the commissioner. An amendment to the plan becomes 

effective on the date on which the commissioner approves the amendment. or on 

the 30th day after the date the amendment is submitted to the commissioner for 

approval, if the commissioner does not approve or disapprove the amendment 
before that date. 

(b) All member insurers shall comply with the plan of operation. 
(c) The plan of operation must. in addition to requirements of this Act: 

( 1) establish procedures for handling the assets of the association; 
(2) establish the amount and method of reimbursing members of the 

board of directors under Section 7 of this Act; 
(3) establish regular places and times for meetings, including 

telephone conference calls, of the board of directors; 
( 4) establish procedures for records to be kept of all .financial 

transactions of the association, its agents. and the board of directors; 
(5) establish any additional procedures for assessments under Section 

9 of this Act; and 
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member company. 
(e) The commissioner, as receiver of an impaired insurer, may notify all 

interested persons of the effect of this Act. 
Sec. 12. PREVENTION OF INSOLVENCIES. (a) The commissioner shall: 

( 1) notify the commissioners of all the other states, territories of the 
United States, and the District of Columbia by mail not later than the 30th day after 
the commissioner takes any of the following actions against a member insurer: 

(A) revokes a license; 
(B) suspends a license; or 
(C) makes any formal order that the insurer restrict its 

premium writing, obtain additional contributions to surplus. withdraw from the 
state, rei'ftsure all or any part of its business, or increase capital, surplus. or any other 
account for the security of policyholders or creditors; 

(2) report to the board of directors when the commissioner has taken 
any of the actions set forth in Subdivision (I) of this subsection or has received a 
report from any other commissioner indicating that a similar action has been taken 
in another state. The report to the board of directors must contain all significant 
details of the action taken or the report received from the other commissioner; 

(3) report to the board of directors when the commissioner has 
reasonable cause to believe from anv examination, whether completed or in process! 
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of any member insurer that the insurer may be an impaired or insolvent insurer; 
and 
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(b) The insurer may offset the amount written off by it in a calendar year under 
Subsection (a) of this section against its premium tax liability to this state accrued 
with respect to business transacted in that year. An insurer may not be required to 
write off in any one year. an amount in excess of its premium tax liability to this 
state accruing within the year. 

(c) Any sums acquired by refund, pursuant to Section 9{j) of this Act, From the 
association which have theretofore been written off by contributing insurers and 
offset against premium taxes as provided in Subsection (b) of this section. and are 
not then needed for purposes of this Act, shall be paid by the association to the 
commissioner and by him deposited with the state treasurer for credit to the general 
fund of this state. 

Sec. 14. MISCELLANEOUS PROVISIONS. (a) This Act does not reduce 
the liability for unpaid assessments of the insureds of an impaired or insolvent 
insurer operating under a plan with assessment liability. 

(b) The association shall maintain records of all negotiations and meetings in 
which the association or its representatives discuss the activities of the association 
in carrying out its powers and duties under Section 8 of this Act. Records of the 
negotiations or meetings may be made public only on the termination of a 
liquidation. rehabilitation, or conservation proceeding involving the impaired or 
insolvent insurer, on the termination of the impairment or insolvency of the insurer, 
or on the order of a court of competent jurisdiction. This subsection does not limit 
the duty of the association to report On its activities under Section 15 of this Act. 

(c) To carry out its obligations under this Act, the association shall be deemed 
to be a creditor of the impaired or insolvent insurer to the extent of assets 
attributable to covered policies reduced by any amounts to which the association 
is entitled as subrogee under Sections 8(!) and (u) of this Act. Assets of the impaired 
or insolvent insurer attributable to covered policies shall be used to continue all 
covered policies and pay all contractual obligations of the impaired or insolvent 
insurer as required by this Act. Assets attributable to covered policies. as used in this 
subsection, are that proportion of the assets that the reserves that should have been 
established For the policies bear to the reserves that should have been established For 
all policies of insurance written by the impaired or insolvent insurer. 

(d) Before the termination of any liquidation, rehabilitation, or conservation 
proceeding, the court may take into consideration the contributions of the 
respective parties. including the association. the shareholders, and policyholders of 
the insolvent insurer, and any other party with a bona fide interest, in making an 
equitable distribution of the ownership rights of the insolvent insurer. In making 
this determination, the court shall consider the welfare of the policyholders of the 
continuing or successor insurer. 

(e) A distribution to stockholders of an impaired or insolvent insurer may not 
be made until the total amount of valid claims ofthe association for funds expended 
in carrying out its powers and duties under Section 8 of this Act with resoect to the 
insurer have been recovered with interest by the association. 

(Q If an order for liquidation or rehabilitation of an insurer domiciled in this 
state has been entered. the receiver appointed under the order may recover on behalf 
of the insurer, from any affi.Jiate that controlled it. the amount of distributions, other 
than stock dividends paid by the insurer on its capital stock, made at any time 
during the five years preceding the petition for liquidation or rehabilitation subject 
to the limitations of Subsections (g), (h), and (i) of this section. 

(g) A distribution to stockholders is not recoverable under Subsection (Q of this 
section if the insurer shows that when paid the distribution was lawful and 
reasonable, and that the insurer did not know and could not reasonably have known 
that the distribution might adversely affect the ability of the insurer to fulfill its 
contractual obligations. 
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POLICYHOLDERS. (a) A person may not make, publish. disseminate, circulate, 
or place before the public or cause. directly or indirectly, to be made, published, 
disseminated, circulated, or placed before the public. in any newspaper. magazine 
or other publication, or in the form of a notice. circular, pamphlet, letter, or poster, 
or over any radio station or television station, or in any other way. any 
advertisement, announcement, or statement, written or oral, that uses the existence 
of the association for the purpose of sales. solicitation, or inducement to purchase 
any form of insurance covered by this Act. This section docs not apply to the 
association or any other entity which does not sell or solicit insurance. "The use of 
the protection afforded by this Act. other than as provided by this section, by any 
person in the sale of insurance constitutes unfair competition and unfair practices 
under Article 21.21 of this code. and is subject to the sanctions imposed under that 
article." 
--(b) The association shall prepare a summary document describing the general 
purposes and current limitations of the Act and complying with Subsection (c) of 
this section. This document shall be submitted to the commissioner for approval. 
Unless Subsection (d) of this section applies, at the expiration of the 60th day after 
the date on which the commissioner approves the document. an insurer may not 
deliver a policy or contract described in Section 3 of this Act to a policy or contract 
holder unless the summary document is delivered to the policy or contract holder 
before or at the time of delivery of the policy or contract. The document shall be 
available on request by a policyholder. The distribution, delivery. or contents or 
interpretation of this document does not guarantee that the policy or the contract 
or the holder of the contract or policy is covered in the event of the impairment or 
insolvency of a member insurer. The document shall be revised by the association 
as amendments to the Act may require. Failure to receive this document does not 
give the policyholder, contract holder. certificate holder. or insured any greater 
rights than those stated in this Act. 

(c) The document prepared under Subsection (b) of this section must contain 
a clear and conspicuous disclaimer on its face. The commissioner shall promulgate 
a rule establishing the form and content of the disclaimer. The disclaimer shall: 

(I) state the name and address of the association and insurance 
department; 

(2) warn the policy or contract holder that the association may not 
cover the policy or, if coverage is available, it will be subject to substantial 
limitations and exclusions and conditioned on continued residence in the state; 

(3) state that the insurer and its agents are prohibited by law from 
using the existence of the association for the purpose of sales. solicitation, or 
inducement to purchase any form of insurance; 

(4) state that the policy or contract holder should not rely on coverage 
under the association when selecting an insurer; and 

(5) provide other information as directed by the commissioner. 
(d) An insurer or agent may not deliver a policy or contract described in Section 

3(b) of this Act and excluded under Section 3(c) of this Act from coverage under 
this Act unless the insurer or agent, before or at the time of delivery. gives the policy 
or contract holder a separate written notice that clearly and conspicuously discloses 
that the policy or contract is not covered by the association. The commissioner shall 
by rule specify the form and content of the notice. 

Sec. 20. SUITS AGAINST ASSOCIATION. (a) Venue in a suit against the 
association arising under this article is in Travis County. 

(b) The association is not required to give an appeal bond in an appeal of a 
cause of action under this article. 

[Sec. 2. PURPOSE. The pmposc of this Act is to pmtect policyuwnus, 
insmcds, beneficiatics, annuitants, payees, and assignees of life insmancc policies, 
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accident insmancc policies, health insmance policies, annuity wnhacts, and 
supplciJrctJLal coaJtracts, and the lJOidus ofgroup hospita-l set vice wnhacts, subject 
to WI Lain limitations, against fail ate in the pet fm mancc of conhactual obligation 
due to the impainnent of the iliSUICI issuing such policies 01 conttacts. To pwvidc 
this protection, (1) an association of insmcis is ueated to enable the gaa1anty of 
payment of benefits and of continuation of cotetages, (2) mcmbcts of the 
association a1t subject to assessment to pwddc funds towny out the pmposc of 
this Act, aJid (3) the associatiVII is authorized to proceed in the pitstribcd tnannct, 
in the detection and pitvtntion of insatct impainncnts. 

[Sec. 3. SCOPE. (I) 'fhis Aci shall apply. 
[(a} to dhcct life insmance policies, accidCIIt iiismance policies~ ltealth 

insmance policies, aJJnaity Wilhacts i11duding unallocated annujty conhacts 
except those specifically excluded in this Act, and contiacts supplemental to life, 
accidcut m health iusurancc policies, gwup hospital set vice conliacts and annuity 
cmttracts issued by any domestic mCinbct ins met and all socii policies and cotrttacts 
issued by a foreign 01 alien membet insurer aud all of those insmance policies and 
annuity conttacts and all othet insurauce wnrages wtitten by mutual assessment 
coipOiations; !owl mutual aid associations~ local mutual burial associations, 
statewide mutual assessment companies~ and stipulated p1emium insmance 
companies licensed to do business in this state, and 

[(b) with tespect to such policies and wnhacts. 
[(i) to those pc1sons who, Itg&tdlcss of whete they 

tesidc, except for nomcsidcnt ccttificatc holdCis undCI gwup policies 01 conhacts, 
arc the bcncfltiatics, assignees, 01 payees of the pet sons cmc1ed UIIdCI Pmag:taph 
(ii) VI (iii), and 

[(ii) to those pet sons who are owners of 01 certificate 
holdeiS undct those policies 01 conhacts and who aiC ICsidents of this state at the 
time such insmu becomes an impaitcd insUICI as defined in this Act, OJ 

[(iii) to tlwse pmsotts who me not tesidcnts of this state 
at that time but who meet all of the following conditions. 

[(A) tilt policies 01 conbacts aac issued by 
insmus domiciled in this state, 

[(B) at the time the policies ot contaacts 
WCit issued, the ptiSOIIS welt tesidcnts of this state, 

['f(fC7)rttlh•ee;ii1I>Js•a>Jnco•r.s;-Cdliiddh1n<o~tc!hJtOillddra-"lliicece•n•se:t"'oori 

cutif1tatc of authmity in the states in which the petsons Jtside at the time a 
delinquency piOtctding as defined by Atlidc 21.28 of' this code is CVillllleiltcd 
against those iusmCis, 

[(D) the othu states han associations 
similat to the association ueated by this Act, and 

[(E) the pctsons a1e not eligible for 
covuage oy those associations in the other state. 

[(2) This Act shaiJ J!Ot apply to. 
[(a) Any such policies 01 contracts, 01 any part of such 

policies OJ conttacts, undu which the tisk is bowe by the policyholder, 
[(b) Any kind of tcinsurance conbact OJ ag1cement 

bctwtCJI iiiSUICI s, tl1c tc1 ms of whicl1 do tJOL ctcate a ditcctli<ibility of the assunling 
insmCI, OJ the tctms of which do not &equhe the ucation of a ditect liability to the 
policyhoJdu 11nough issuance of an assumption cettificatc, or othct w&ittcH 
instr unictl t, 

[(c) Any kind of insmancc ot annuities, the beucf1ts of 
which ate cxdusi;dy payable or determined by a separate account requited by the 
tenus of such insmance policy to be Iliaintaincd by the immCJ OJ by a scpatatc 
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[(d) Any such policies 01 conhacts issued by a fmcign 
01 alien inswc1 on uomcsidents of this state at the time such insatu becomes an 
impaind insuJcJ as defined in this Act, 

[(c) Any such policy 01 conttacts of a fmcign 01 alien 
insure• whose domiciliaty jwisdiction 01 state of en tty pwddcs by statutes m 
JegalatiOIJS f01 tesidents of this state piotcction substantiaily shnilar to that ptovidcd 
by this Act fut 1 esidcnts of other states, 

[{f) Any such policies 01 conttacts issued by fJ atc1 nal 
benefit societies and asscssmcntRas~ncedcd companies, nm to such policies 01 
conttacts issued by insaicts subject to the pwvisions of Chaptu 366, Acts of the 
62nd Legislatmc, Regulai Session, 1971 (At tide 21.28-C, Vc1 110n's Texas liJSaJaiJtt 

[(g) Subject to Section 12 of this Act pe1 taiuiug to the 
payment of expenses of administiation, any plan 01 pmgram of an employer, 
association, 01 similat entity to pmvide life, hea:lth, 01 annuity benefits to its 
employees 01 membc1s to the extent that such plan 01 pwg1am is sclf-fuuded 01 
uuinsmed, including but not limited to lxnef1Ls payable by au employCJ, 
association, 01 simila1 entity unde1. 

[(ij a maltiple employe! ~elfa1t 
dl 1 angcmen t as defined by Section 514 of the Emplojee RctiJCJilent Income 
Secmity Act of 1994, 

[(iij a 111i ni m am p1 cmi am gwup 
insmancc plan, 

[(iii) a stop-loss gmup inswance plan, 01 

[(h) an administiathe setviccs only 
conhaet, 

[(h) An} policy ot couh act issued in this state by a 
membet, noumcmbct, 01 unaathodzcd insatCJ ~hen the insaltJ ~as not licensed 
01 did not have a ccr tificate ofauthotity to do insmance business in this state sabjcct 
to Section 12 of this Act pu taining to the paytncnt of expenses of administtation, 

[(i) Any portion of a policy 01 conuactto the extent tltat 
the 1atc of intucst ou which it is based. 

[(i) a~CJagtd ovtt the puiod offow years 
p1 ior to the date on which the association becomes obligated ~ith Itspect to sach 
policy 01 conhact, exceeds a tate of intucst dctcrmined by subhacti.•g two 
peJcentagc points from Moody's Corpmatc Bond Yield Anragc avuaged fm that 
same four-ycdi period 01 for such lcsset puiod if the policy 01 conllact was issued 
less than fow years bcfme the association became obligated, and 

[(ii) on and after the date ou ~hich the 
association becomes obligated with Jtspcctto such policy 01 contract, cxaeds the 
rate of interest dctcnnincd by sabtiacting three ptltCHlage points fwm 1\Jfoody's 
Cmpmate Bond Yield Average as most Jecentlj r;tvailablc, 

[(j~ Any pmtion of a policy m couttact that Wiistttutcs 
an unallocated annuity conttact issued to an employee pension benefit plan which 
pwvidcs fixed benefits and which is not an indiddual account plan, 

[(k) Any p01 tion of a fmancial guarantee, fundiug 
agieCIJteat, 01 gua1antced itncstmeat collbact wliid1 (I) t01rtaius 110 moJtality 
guaralltccs and (2) is not issued to or iu cmmection with a specific employee (Jcntflt 
plan OJ a govcmmentallottety. 

[Sec. 4. CONSTRUCTION. This Act shall be libctally coilS hued to dK .. ,t the 
purpose undu Section 2 which shall constitute an aid and guide to intuprctation. 

[Sec. 5. DEFINITIONS, As used in this Act, 
[(I} "Aceount" means any of the fow accounts Cleated undCJ 

Section 6 of this Act. 
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[(2) "Association" means the Life, Accident, Health and Hospital 
Su ¥ice lnsmance Guaranty Association ucated under Section 6 of tl•is Act. 

[(3) "Connnissionu., means the Connttissionct of Insmancc of this 

[(4) "Conliactual obligation" means an.v policy 01 contract bcncf1t 
(including but not limited to death, disability, hospitalization, medical, ptc1nium 
deposits, adY&nce ptcmiums, sup.vlcmcntal contiacts, cash suucndcr, loan, 
nonfUJfciture, extended wvuagc, annuities, and .... v ... pvu and di9idcnd 
accumulations to the uwnu, bcncficiatJ, assignee, certificate holdct, m thiid-paity 
bcucflciaty), mising fwm an insumncc policy 01 annuity contract to which this Act 
applies, issued 01 assumed by an insutct who becomes an impaited iuswea. A 
conttactual obligation shaH not include. 

[(a) death benefits in an amount in excess of $388,886 
m a net wsh suHendu 01 net cash nithd1awal value in an amount in exuss of 
$168,886 in the aggregate undc1 vue 01 mme covucd policies on any one life, 

[(b) an amount in cxuss of $168,886 in the aggitgalc 
under one m JIJOIC annuity conbacts within the swpe of this Act issued to the same 
holdCJ of individual annuity policies OJ to the same annuitant 01 pdi ticipant undu 
gmup annuity policies OJ an amount in excess of$5,886,888 in unallocated annuity 
conhact benefits with tcspcct to any one conhact holdn it respective of tl1c nu•nbct 
of such conttacts, 

[(c) an amount in excess of $288,888 in the aggiegatc 
undCJ one 01 mmc accident and health, accident, 01 health inswance policies on 
any one life, 

[(d) any benefits that would haR been payable UIIdCI 
auy group life, accident, VI health policies 01 COiihattS of the impaitcJ inSUICI f01 

claims incuucd aftet the next tenewal date undu those policies 01 conhacts 01 96 
days, but in no C9ent less than 68 days, aftet the date tltat a petmancnt tecci~u has 
been appointed fm the inswu by a court of competent jmisdiction, whichbei 
OCCUI S fn St, Or 

[(c) punitiYe, exemplary, exhaconltactual, 01 bad faith 
damages, whcthCI agiCcd to 01 assumed by an insmu 01 insmcd or imposed by a 
COUI t of COillpttCiil jutisdidion. 

[If the impai1ed insmcr has no assets within the State of Texas, 01 has 
insufficient assets to pay the expenses of administuing the teceivcrship ot 
consea vatmship of the impaired insmu, that pOI Lion of the expenses of 
adminishation incuned in the pwcessing and payment of claims against the 
impai1ed insuru shall also be a contiactual obligation mtdCJ this Act. 

[(5) "Covered policy" means any policy 01 conhact within the scope 
of this Act undct Scctiou 3. 

[(6) "Membet insmn" means any insmauce company authorized to 
tiansact in this state any kind of insmancc to which this Act applies unde1 Section 

[(7) '"lnsohent htsmCI" means a membet inswcr whose minimum 
free smplus, if a mutual company, OJ whose Jequitcd capital, if a stock company, 
becomes, aftu the e:ffi::ctiYe date of this Act, impai1cd to the extent pwhibited by 

[(8) "Impaired insmCJ" means. 
[(a) A membu jnsmCJ which, a:ftCJ. the effective date u;' 

this Act, is plawd by the commissionu undn an mdet of super vision, liquidation, 
Ithabilitation, ot wnscnation under the pw~isions of At tide 21.28, lnsmanu 
Code, as ainm•ded, and Chaptn 281, Acts of the 66th Legislatwe, Rcgulat Session, 
1967 (Aiticle 21.28-A, Vnnon·s Texas htsUiatlce Code), and that has been 
designated au "lmpaiwd lnsmu" by the commissionm, or 
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[(b) A mcmbct insUiti dctcmducd in good faith by the 
cmmnissionct aftct the effective date of this Act to be uuablc 01 potentially unable 
to fulfill its tViiliactual obligations. 

[(9) "P1 cmiams" mca11s direct gwss ins manu piCmiums and annuity 
cmasiduations collected fwm persons nsiding 01 domiciled in the State of Texas 
VII cotCJ ed conli acts aitd pol:icics, less ttlwn premiums and wnsidcrations thtiton 
and dividends paid 01 credited to policyholdus on such direct business. 
"Ptemiams" do not include ptemiams and considuations on conbacts bctwcc11 
insmus and rtiiiSUICIS HOI do "ptcmiund' include any premiums in excess of 
$5,060,000 on any coveted unailocatcd annuity conLiact. "Ptcmiams" also do not 
include premiums tcccivcd fwm the TtcasUiy of the State of Texas 01 flam the 
Trcaswy of the United States fm iiisUlaiict conhactcd fm by the state 01 fcdCial 
gmeiiiiiieut fm the pwpose of pmQiding welfare benefits to designated wclfate 
aecipients 01 fm inswance conliactcd f01 by the state 01 fcdual guvunment in 
acc01dance with 01 in fm thuance of the piOQisions of Title 2, Human Resomccs 
Code, or the Fedetal Social Security Act. As used in Section9, "premiums" ate those 
f01 the calcndat yeat pteceding the dctumination of insolvency 01 impaiunent. 

[(10) "State Boatd ofhtsutance" means the State Board oflnsmancc 
ct eatcd unde1 At tide 1.02, lnswance Code, as amended. 

[(11) "Moody's Corpmate Bond Yield Average" means the Monthly 
AvCJage Cmp01atcs as published by Moudy's Investms Scr vice, Inc., 01 any 
SUCCCSSOI thCictO. 

(f(tl22~)-""ilJjyJJOdnUrdtl>tODTIT.izoe,d±-.jJOISSUUTieeTI""-rttOI<ta3II"IS<odt;pDCCTIS.OU.ilr10"!~jni•lSOUrine"Ir1l~lr.tantril'ladSS 
engaged in ac.ti vi ties pwhibitcd by Section J, At tide 1.14~ I of this code. 

[( 13) "Nonmembu of the association" includes, for the put poses of 
Section 12 of this Act, fiatt! nal benefit societies, asscssmcnt~as~necdcd COiiipanics, 
and all pusons and entities authmizcd to act as agents undu this code who solicit 
policies and contracts to which this Act applies including, without limitation, legal 
ttsCJ ve life inswancc agents, and agents subject to Atliclc 21.07 of this code and 
wlw pat ticipated in ltaaJsactions invol Qing types of inswance withi11 tl1c scope of 
this Act. 

[( 14) "Uirallocatcd atinuity conLiacf' means ar1y aunuity cm&tt act 01 
gmup altlluity teitiflcate that is not issued to and owned by an individual pc•so11 
includiitg guaratltted iirtucst cmtli acts and deposit adttiitiisttatimJ cotili acts, except 
to the extent any annuity beneftts undCJ that contract 01 cutiftcate are guaranteed 
to an indhidual puson by an inswcr. 

[Sec. 6. CREATION OF TilE ASSOCIATION. (I) The10 is ucatcd bCicby 
a IIOHpiOflt legal e11tity to be known as the Life, Accident, Health a11d Hospital 

[(a) The accident, health and lmspital set vices account, 
[(b) The life inswancc account, 
((c) The annuity account, and 
[(d) The administrative account. 

[(2) The association shall come undu the immediate supcuision of 

laws of this state. 
[Sec. 7. BOARD OF DIRECTORS. {I) The State Boaid of lusmaucc shall 

appoint a board of diJtClOis of tl1c associati011 COIIsistitig of nine ttJCIUbeJs, thtee 
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of whom shall be chOsen fmm employees 01 officers chosen flam the ten mcmbca 
wmpanics haQing the laagcst total diaect ptcmium income based on the latest 
fmancial statement on file at date of appointment, two of whon:t shall be chosen 
from the othcr companies to give fait ttpJcsclltation to all such member insmcrs 
based on due Whsiduation of theii varying catcgmies of ptcmiam income and 
gwgtapltical location, and four of whom shall be ItpJcscntativcs of the gcncJal 
public. Mcmbus se1 ve f01 six-yeat staggc1cd tctms, with the tctms of three mcmbc1 s 
ex ph ing each odd-numbered yeat. All diiecturs shall sci vc matil thch succcssoas ate 
appointed, except that iti tlte case ofatay vacancy, tltc ancxpitcd tctm ufoffJa shall 
be fiHcd by the appointment of a diicctor by the State Bomd oflnsmancc. Should 
a11y diaect01 cease to be au officu ot employee of a membet iliSUiet dming his tum 
of offke, such offtcc shall become Meant until his succcssot shall have bun 
appointed. All ditcctms shall be eligible to succeed themselves in office. A public 
tcptcscntative may not be. 

[(A) au off1te1! director, 01 employee of an insUialitC 
company, inswancc agency, agent! bwkcr, solicitm, adjustci, 01 any uthti business 
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[(4) The association may ICndCJ assistance and advice to the 
commissionct, upon his Icqacst, cunccming Ithabilitation, payment of claims, 
cmttirauatiorts of co vuagc, 01 the pc1 fm tildiitt of othc1 conttactual obligatio I as of 
any impaired insaict. 

[1(';5-\)"'ffth•c,a=ss•onrc<ia•ttiiTontTI'Sth"atll~l~l•taovvc""s"l'a"'"ldinirTJgiHlTO,..,aTpnpc"'a••rlb•c.J6\-ont't"'a•llnyn-cronu•tnt-iniu 
this state with jwisdiction URI an insolvent insmu 01 an impaiacd htsUitt 
conu111ing which the association is 01 may become obligated under this Act. Such 
standing shall extend to all mattus gcnnanc to the powcts and duties of the 
association, including, but not limited to, pwposals fm tcinswiug 01 goat an teeing 
the cuvued policies of the insolvent insurct 01 the impaitcd insutcJ and the 
tcnnination of the wntcd policies and conhactual obligations. 

[(6) (a) Any person rcceiving benefits andu this Act shaH be deemed 
to have assigned his tights undCJ the wntcd policy to the association to the extent 
of t~tc benef•ts Itctived because of this Act whcthet the benefits aiC payments of 
conliactual obligations 01 continuation ofwvuage. The association may tcqaite 
an assignment to it of such tights by any payee, policy 01 conttact ownet, 
beneficiary, itisarcd 01 atinuitant as a conditim1 ptecedCIJt to the 1 eccipt ofat•y tights 
01 benefits wnfcucd by this Act upon sadt pusou. The association shall be 
submgatcd to these tights against the assets of any impaitcd insmct. 

[(b) Tl1c sabtogation tights of the association andct this 
subsection shall han the same ptiOJ ity against the assets of the insolvent iuswu OJ 

as bat uo greatct than the conttactual obligations of the insolvent inswu OJ 
impaittd insUICI would l1ave been i11 tl1e absence of a11 ititpaitntctlt unless such 
obligatious ate teduced as pennitted by Patagraph (3). 

[(8) The association may. 
[(ca>)noc"nnt<tTt~iittrttl<ons"u"c~ITt"c'o"'"'thr.a•c'l"s~aass"antnc:-rn"c'''""'"'""'''Y"uort;prmwrrcp<cTt 

ttcorccaartrtyvoorrcurtt-t~l,ree;pon•orrvo+isoi<ontris~ant'Jdd-prrcuntcpno>sc.,s«orlf~tlotr.is<7/~tcctt, 
[ffubt)"soo>to-<O>trlb>cr.soo>codd-,;irn"c~lcu"dllint>Ig.-11t.arikoiitt>tg,-,antnlvj-lhc'oa'"'lha"c1l~io01111~S 

necessaty 01 pwpu fm tecuwuy of any unpaid assessments undct Section 9, 
[(c) bo11ow moHtJ to effect the pw poses of this Act. 

Any notes ot othc1 uidence of indebtedness oftlte association not in default shall 

rp,aryvtntotecnttot•onff;iTJtntrpntronp,c'lrttilaarirnt>ts~, 
[e(g•)hc•x•t•tnc"i"sc,._,-66o••r-t~l•te~pm-unt•p•o•soc•s...,o•fF-1t+i>iti<s'""'A"c"'"t •a•tnt.idHtTOrlt+h"'t 

extent appwvcd by the commissionu, the powus of a domestic life 01 health 
insuitt, but in no case may the assuciatio11 issue i*tsutance policies 01 annuity 
toiiltacts othe1 than those issued to pctfonn the conliactual obligations of the 
impait ed ill sUI ct. 

[Sec. 9. ASSESSMENTS. (I) For the pmposc of pwviding the funds 
Jltctssaty to tatty out the powcts at ad duticsoftiJC association, the boatd ofdircctms 
shall determine the amount necessary and the commissiOIICI shall assess the 
membu insUICJs, scpaaately fm each account established by Secti011 6 of this Act, 
at such times and fm such amounts as the boatd of ditectms finds ncccssai y. All 
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assessmeuts mdeiCd by the commissioner shall be payable to the association and 
ate due on a date spccifJCd by the connnissionct which may not be cailiet than the 
30th day aftu the date on which prim Mitten notice is given to the mcmbu 
insurcts. Intcrcst acuucs on the unpaid amount at a late of 10 puccnt beginning 
011 the due date. 

[(2) There shall be two classes of assessments, as follows. 
[(a) Oass A assessments shall be made fm the pmpose 

of meeting adminisbative costs of the association, the administrative expenses 
pwpuly inc ailed undu Subsection (I) of Section 12 of this Act relating to any 
unauthotizcd insUict or nonmcmbti of tliC assuciatim•, a1td otltCJ genua! expenses 
uot I elated to a patticula• insolvent 01 impailed insmu, 

[(b) Class ·s assessments shall be made to the extent 
ncctssaiy to tali y out the powus and duties of the association undu Section 8 with 
rega1d to an insvhent VI impaitcd insmc1. 

[(J)(a) The amount of any Class A assessment fm each accooJJt shall 
be dctumincd by the bodld of dilectms taking into considuation one VI nmic of 
the following. annual piCmium 1ewipts, admitted assets, or inswance in fmcc, as 
nflected in the annual statements fm the yca1 pieccding the assessment. Tilt 
aumunt of any Class B assessment shall be di9idcd a1nmrg tlic scpa1ate accounts as 
reflected iu the aJJitual statements f01 the yea1 pietcding tire assessment in tltc san1e 
pwpmtion that the piCmiums flam the policies t09Citd by each account wc1c 
Itctived by .suc~I im;"!lnnt or impai1ed iHsmu fiom all C09eiCd policies doling the 
yca1 prcccdmg nupaiimcnt, 

[(bJ Class A assessments shall be allowed as a ctedit on 
the amount of ptcmium taxes in the mannu pimidcd by At tide 1.16 of this 
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Q. ...... ,UIU5 fmm net ICalized gains and inwmc nom investmcuts. A tcawnable 
amount may be retained to pmvide funds fut the ·toutinaing expenses of the 
association and fm future losses if nfuuds we impldctical. 

[(7) The association shall issue to each i11sUJcr paying a Class B 
assessment undcJ this Act a ccrtificatc ofconttibution, in a foun ptcsctibcd by the 
tOitittiissimact, fm the amount so paid. All oatstaJiding cet tificatcs sltall be of equal 
dignity and ptimity without tcfcrclitt to amounts 01 date of issue. 

[(B) The commissionu may suspend 01 Jcvukc, afto notice and 
heating, the cutificatc of authority to transact business in this state ofa11y insmu 
"110 fails to pay an assessment whcu due. Any inswcr whose CCI tiftcatc ufauthmity 
to do business in this state is cancelled at sunendered shall be liable fm any unpaid 
assessments made ptim to the date of such cancellation 01 sunendu. 

[{9) The pwwisions of this section shaft be wa1id and cnfmccablc so 
long as the pwvisions of Section 19 temain in fuH fmce and effect. 

[( l 0) Tltc atrwunts ptoYidcd pw saaiit to assessments made undu tl&is 
scctior1 a• e corrsidued to be supplcutei•tal to tire rnarslmling of assets fo• tl•c pa1 pose 
of rttaking paytnents on behalf of a1t i1npaired insatCI. 

[Sec. 18. PLAN OF OPERATION. (l)(a) The association shall submit to the 
commissiouu a plan ofopuation and any atr&u&dtriCIIL tltercto neccssaty 01 suitable 
to assure Lite fair, tcasunablc and equitable adnthtisliatimt of tlw association. Tltc 
plan of opuation aud any amendments thetcto shall lx:comc effective upon 
appwval in wtiting by the State Boatd of htsmancc, 

[f{bbt)-JIHf'tltllttccoa•s•s•oc>eiilant±ioorllrlfaaililosotlto,-,sourbbt1nuti1itraar-ssuu+itatalbblheo-rp~l•aotrt ,otff 
opuation within ISO days following the effi:cti n date of this Act, 01 if at any time 
thereaftct the association fails to submit suitable amendments to the plan, the 
WIJtinissioncr may, aftu ttoticc aJJd ltcaring, adopt and prontalgatc such Itasonablc 
tales as ate necessary 01 advisable to effectuate tltc p1ovisions of this Act. Soda tales 
shall continue in force until modified by the commissionu 01 supusedcd by a plan 
submitted by the association and appwvcd by the commissionCI. 

[(2) All member iuswc1s shall wmply with the plan of opuation. 
[(3) The plan of opuation shaH, in addition to tcquhemcnts 

cnumuated clscwhuc in this Act. 
[(a) establish pwcedwcs fm handling the assets of tire 

assoCJatiOil, 
[(b) establish the amount and method of Itimbmsing 

ttttinbus of the boatd of dit ectms undu SectiotJ 7, 
[(c) establish tegulm places and times for meetings of 

the board of directors, 
[{d) establish pwcedutcs fm itcmds to be kept of all 

financial ttansactions of the association, its agents and the board of ditectms, 
[{c) establish any additional ptoccdwes fm asscssmciJt5 

01 1der Section 9, 
[(0 contain additional pwwisions neussaty 01 pwpCJ 

fm the execution of the powets and duties of the associatiou. 
[(4) The plan of opt1ation may piOYidc that all) 01 all powers alld 

duties of the association, except those under Paragtaplr (S)(c) of Section 8 aud 
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[Sec. II. DUTIES AND POWERS OF TI IE COMMISSIONER. lu additiou 
to the duties and powus enamuatcd dscwhuc in this Act, 

[(1) The commissionu shall. 
[(a) notify the boatd of dhcctots of the cxistenu of an 

insohcnt m an impaired insmu not latct thau tlnec days aftu a dctm miuatiou of 
in1pair mcnt is ntade m aftu aeuipt of notice of in1pah Incnt, whichcvct is cat lie&. 
The wmmissioncJ shall within three days notify the association of a membct 
inswct placed undct supuvision pmsuant to Atticlc 21.28, lnsmance Code, as 
amended, and Chaptct 281, Acts of the 66th Legislatme, Rcgalai Session, 1967 
(At tide 21.28-A, Vc1 non's Texas lnsm ancc Code), 

("f(tb~)cuurp"o"t'i'I'C"q'u""e•stt,o11fH'tlht~ccbhro•ant'dl-ruYif~drliitne'C"l"U't"S,....pnt'O"'"i"dhe,_,t+h"'e 
associatiou with a statement of the pacmiums fm each membti insmet. 

((2) The connnissionu may suspend 01 Itvoke, afttl aotiee and 
hedling, the cu tifKate ofautlJOr ity to transact insu• a11te in tl1is state of any mc••tbcr 

((J) Any action of the boatd of diicctors 01 the association may be 
appwlcd to the connnissioncr by any rnembc1 insmc• if such apiXal is taken within 
30 days of tl1e action being appealed. Any fmal action VI mde1 of the conrmissiOiict 
shall be subject to appeal to the State Boa1d of hismance and to judicial review as 
pmtided in Sections (d) and (f), Article 1.04, lnsmance Code, as amended. 

[Sec. 12. PREVENTION OF INSOLVENCIES AND IMPAIRMENTS, 
ADMINISTRATION OF ESTATES. To aid in the detection and ptevcntion of 
irrsuru insolvencies and impaitments and in the administtatim1 ofaeccivCiship aud 
conser vatmship estates. 

I[I(~IP)rTF11h•e,-tb>ooaartddc<o~f'-td~i"''"'":ttoortss-sslht•aldlht•too~tilifnyr1trtlniC"Cooorn••Tn•••is•srii<o•••tc''"u>ff-;aamily 
iiJfurmatior• indicatir1g any meanbu VI ur1autltm ized insmct VI rmrJriJCIJtbCI of the 
association may be unable 01 potentiaily unable to fulfill its conliacts, policies, 01 

conliactual obligations and II JaY tcqucst apptopiiatc in vcstigation and action by tilt 
connnissionet who may, in his disciCtion, make such investigation and take such 
actioa as he deems apptopaiate. In canying out its duties under this Act, upon 
written request by the cmnmissionet, the boatd of diiectms shall authotize 
expcnditutc of furrds flom the ad min ish ati vc account fm r casonablc and ncccssat y 
adminisliatin expenses incuucd by a supet vism 01 COUSC!Vator appointed by the 
commissionu 01 a receiver appointed by a coutl of competent jmisdiction f01 a 
nonmember of the association 01 unauthmizcd insmet opCiating in this state in 
those iiJstaaJces in which the coaJJIJJissionu has notifwd tlw boatd ofdiicct01s 01 the 
boa1d of diaect01s has othca wise become await that. 

[(A) tlw ••muarcrubct oftl1e association 01 unautlrm.ited 
insmCI has insuffacient liquid assets to pay the expenses of administe1ing the 
rcccivetship 01 cmrsti watmsltip of tilt nonmcnrbet of the association 01 
unauthoiizcd insmtl, 

[(B) insuftkient funds a1e available flam abandoned 

[Funds spent by the association pmsuant to this subsection do not become 
assets of tiJC tiOnmcmbei of the associatiOJJ 01 unauthmizcd ia1suacr but ate a special 
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expenses, which loan shaH be tcpayablc to the extent a9ailablc fwm the funds of 
such nomncmbu of the association 01 unauthotized inswct. 

[(2) The boatd of diicctms shall advise and counsel with the 
comutissimtct upontnattus tdatitJg to the solvency ofiiJSUJCJs. The cornmissim•c• 
shall call a meeting of the boaJd ofditcctms when he dctennincs that an insmu is 
insolvent 01 impaitcd and may call a meeting of the boatd of directors when he 
dcturnincs that a dangct of insolvency 01 impahmcnt of an iusmu exists. The 
boatd ofditcctms shall notify the wmmissionct of any iufmmation indicating that 
an illsmcr may be unable 01 potentially unable to fulfill its tOIILLactaal obligations 
and request a tlttding with the coininissionct. At suclt Incetiitgs tlw cmmJtissionc• 
may dhulgc to the board ofdircctOJs any infonnation in his possession and any 
Jtcmds of the State Board of htSUialltc, including examination tepOJls 01 
p1climinary tepOJts flam examiners •elating to such inswe1. The commissione1 
mas summou ofticeJs, di•ectors and employees of an insohent OJ impaired inswet 
(OJ an iusmer the commissionu considus to tx: in dangu of insohency 01 
i11tpai• ,tJCJit) to appem befme tl•c board ofdi1 ectu1 s fur confeteJJte 01 fm the taking 
of testimony. Mcmbus of the board of diJCtlOIS shall not Iueal infuunation 
teccived in such meetings to anyone unless auth01izcd by the commissioner OJ the 
State Bwrd oflitsuJancc 01 when requhed as witness in COUll. Board membus and 
all of such meetings and pmcccdings undu this section shall be subject to the same 
slatJdatd ofcOitfaderttiality as is imposed upOJt cxaminus uncle• At tide l. 18 of lite 
lnswance Code, as amended, except that no 1mnd shall be •equircd of a boatd 
IIICIIIbtt. 

[The boatd of di•cct01s shall, upon Jcqucst by the connnissionu, attend 
liea•ings befmc the wmmissionu and meet with and advise the commissioner, 
liquidat01 VI consCI catOJ appoi1ttcd by tlte coJJIJJtissionc•, on IJJattCis tclating to t11e 
affahs of an impaited inswct and rclatiug to action that IIIJ) be taken by the 
conJJJJissiOIJct, liquidator ot conscr catm appoit1tcd b5 the tOJJJtJrissioJtet to best 
ptotect tltc intetcsts of pusoJJs holding covCied conttactual obligatiOJts against an 
impaited insmCI and •elating to the amount and timing ofpdltial assessments and 
t!JC Jtldl slldiling of assets atid the pi occssi1tg ar1d !Ja&tdling ofcoJJtJ actual obligatio&ts. 

[(3) The bodld ofditectms may Iliakc rcpmts and tecommc11dations 
to the commissionu upon any matltl gcnnane to the sohcnq, liquidation, 
Jthabilitation, ot tOIISti vation of a11y mcmbu iusmu. Such rcpm ts a11d 
1ecommeudations shall not oe coiiSiducd public documents. Rcpmts OJ 
rewmmcndations made by the boatd ofdhecto•s to the commissiolltl, liquidatm 
01 tOIISCI vatm shall not be considued public documents and thue shall be no 
liability on the pa1 t of and no cause of action against a mcmbct of the boatd of 
diJCctOJs or the boa1d of ditectms fm an5 1epmt, individual tcpoit, 
•ccmmnendation 01 individual tecommeudatiou by the board of ditcctms 01 
mcmbcts to the commissionu, liquidator 01 consu 9atm. 

[(4) The bodld of ditetlOIS Iiiaj make ICCOIIIIIICUdatiOIIS to the 
commissionu fm the detection and ptcvention of member insmct impait IIItiils. 

[(5) The boatd of directms shall, at the conclusion of a11y mcmbCt 
iiiSUICI impaiunent ill which the association canicd out its duties undu this Act 01 
exercised any of its po«CIS undu this Act, p!Cpdle a ttp01 ton the histm y and causes 
of suclt impaiJJJtent, based 011 Lite iufOimatiOII available to tlJC association, a11d 
submit a tcpm t m• same to the commissionu. 

[(6) Any insUJCJ that has an offacu, diwctor 01 employee sening as 
a membu of the boa1d ofdi1cctms shall not Jose the tight to negotiate f01 and e11tu 
into conli acts of ICinsuJ alice 01 assumption of liability 01 conttacts of substitution 
to provide fvt liabilities fut contractual obligations witl1 Ute tcccivct 01 tOitSCt vatm 
of all impaitcd insmc1. The cntuing into any such contract shall not ~Je deemed a 
conflict of intc1tst. 
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((7) The association 01 auy m;:ou.l...,. assessed andct this Act shall be an 
iutcnstcd party under Section 3(h) of At tide 21.28 of the lnsmancc Code, as 
dllltildtd. 

[Sec 13, MISCELLANEOUS PROVISIONS, (I) RccOJdsshall be kepi of all 
negotiations and meetings in which the association 01 its tcptcscntativcs ate 
in wived to discuss the acthitics of the association in canying out its powc•s and 
duties undct Section 8. Recmds of all such negotiations m meetings shall be made 
public only upon the tcnnination of a rcccivcrship, liquidation, IChabilitatiun, 
consci vatmship pmcccding involving the insolvent insmu 01 impaited inswu, 01 

upon the m du of a com t of competent j at isdiction. Nothing in this pat agraph shall 
limit the duty of the association to ttndct a Itpor t of its activities utidti Section 14. 

[(2) Fm the put pose of cat tying out its obligations unde1 this Act, tl1c 
associatiou shall be deemed to be a c1edit01 of the insolvent insmu 01 impaitcd 
insttiCI to the extent of assets athibutablc to covt1ed policies teduced by any 
amounts to which the association is entitled as subrogee putsuant to Pmag1apl1 (6) 
of Section 8. 

[(3) No dishibution to stockhuldt1s, if any, of an insolvent 01 

impai1cd insmCI shall be made until and unless the total amount of assessments 
levied by the connn.issionu with tespect to such insmCI has bun fully Ieco~CJed by 
the association. 

[(4) The use in any mannu of the pwtcction affmdcd by this Act by 
any pCison in the sale of insmance sha:l:l constitute unfah competition and unfah 
p13cticcs undu At tide 21.21 of the l'cxas Insurance Code~ as amended, and shall 
be subject to the pwvisions therwf. 

[(5)(a) If an ozdm fm Jtceheaship~ liquidation, achabilitation, oz 
cmasea vatozsltip ofa metttbtt insmet has been cntctcd, the teceivCI appointed andu 
such otdCI sha:l:l have the tight to tecovCI on behalfofsuch insmu hom any affiliate 
as dcfmcd in Section J, Chaptct 356, Acts of the 62nd Legislature, Regulat Session, 
1971 (At tide 21.49-1, 1lemou's Texas Insurance Code), that contwlled it the 
aJitoant of dish ibutimts, otliCa tltatl stock dividends paid by such insmct on its 
capital stock, at any time dating the fne ywts preceding the petition for 
teccivuship, liquidation, tehabilitation, or conset vatmship, subject to the 
lhnitations of Subpatag•aphs (b) to (d), below. 

[(b) No such dividend shall be recoverable if the insuru 
shows that when paid tire distribution was lawful and wasonable, and that the 
htsuiet did not know and could not wasonably have known that the disLtibution 
might advuscly affect the ability of the insmu to fulfill its conhactual obligations. 

[(c) Any puson who was an affiliate as defined in 
Section 1, Chapter 356, Acts of the 62nd Legislature, Regulat Session, 1971 (At tide 
21.49- I , Ve1 nma's Texas I nsm ance Code), that conlt oiled the insm er at the time the 
dish ibutim•s wc1c paid sha:l:l be liable up to the amount ofdisttibutions he Ittci 9td. 
If two pusons arc liable with respect to the same disttibutions, they shall be jointly 
and sucta:l:ly liable. 

[(d) The maximum amount ncovuable andct this 
paaagraph shall be the amount needed in excess of all othct available assets of the 
insohent insmu ot impaited insmu to pay the wntlactual obligations of such 

[(c) If any puson liable undea Subpatagtaph (c) is 
insohent, all its affiliates as defmed in Scctioa t, Chaplet 356, Acts of the 62nd 
Legislatme, Regula! Session, 1.,71 (A1 title 2 1.4.,-1, Vemon's Texas lnsmancc 
Code), that coutJulled it at the time the di\lidcnd was paid slta:l:l be jointly and 
severally liable fm any rcsalting deficiency in the amount recovued fwm the 
insul9cnt affiliate as defmed in Section I, ChaptCI 356, Acts of the 62nd Legislatu1 c, 
Regulat Session, 1.,71 (At tide 21.4.,-1, Venwn's Texas Insmance Code). 
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[(f) Claints against an impaitcd iusatti placed undct an 
mdct ufliqaidatimt, teltabilitatiota, 01 tOIIStt vation sltall be ptoccsscd and acted on 
by Ute Itccivct iu the sat tit IilaJtiltl as othct clait&rs andct AI tide 21.28 of this code. 

[(g) A penon who has a claim against an i11smct undct 
a pro;ision in an inswance policy, otltcr titan a policy of au impaiJCd insarct, that 
also is a contractual obligatiotl undct tl1is Act ntust first cxlmust I tis 1 ight mrdct that 
policy. The amouut of an awwvcd claim undct this Act shall be tcduccd by the 
policy limits of01 amount paid undu that insurance policy, whichcvct amount is 
greater. If a claimant exhausts his light under a policy othei thau a policy of an 
impahcd insmu, the insmcr issuing that policy is not entitled to sue 01 continue 
a suit against the insmed of the impailed insmct to tecovet an amount paid the 
claimant undet that policy. Notwithstanding the fOregoing; a pctsou ha~ing a 
conttactual obligatiori as dcfJried by this Act undet a life insmancc policy 01 annuity 
contract issued by an impaired inswe1 is not tequited to exhaust othu covuage fm 
that claim, and the amount of an appmvcd claim under a life inswance policy m 
annuity conttact issued by an impaired insutet 1nay rtot be I educed because oftltat 
duplicate co~uagc. 

[Sec. 14. EXAMIWtTION OF TilE ASSOCIATION, ANNUAL REPORT. 
The association shall be subject to examination and tegulatiou by the 
connnissionet. The borud ofdittctOis shall submit to the commissione1, not latu 
Lltaat May 1 of each ycat, a fmancialrep01t fm the ptcudittg calct•dat yea• i11 a fm I it 
apptoved b) the commissionu and a tcpmt of its activities dwing tl•e p1ecedii1g 
calcndat ycat. 

[Sec. 15. TAX EXEMPTIOt;s. The association shall be exempt fwm 
pay nlttit of ail fi::es and all taxes It • ied by this state 01 any of its subdi visimrs, except 
taxes levied on teai pmputy. 

[Sec. 16. IMMUNITY. There shall be no liability on the pa• t of and no cause 
of action of any natme shall 3Iist against any member i11sute1 01 its agents, OJ 
employees, the association OJ its agents or employees, membcts of the boatd of 
di•cctors, 01 the connnissionet 01 his tcptescntativcs, fm any action taken 01 not 
taken by them in the perfm maucc of thcit powus and duties undu this Act. 

[Sec. 17. CONTINUING TO ViRITE INSURANCE POLICIES. 
Con1panics subject to tl1c provisiOJJS of this Act shall not be liable foa assessments 
for conbactual obligations alising fwm insmance policies issued 01 tenewcd aftu 
the cffcctiR date of and while an impaitcd insutCI is subject to au OJdCI by the 
commissionu of insutance placing an impaitcd inswu in WIISCJ vatmship unless 
the commissionu, in his OidCI appoitJtiiig Lite conser vatOJ, dhects tiJC tOIISCI ~atm 
to continue the issuance 01 tenewal of inswance policies, uudet such tctms and 
conditions as the wmmissionCI may ptcscaibc. The connnissionCI shall fwnish a 
copy of such mdet to the boatd ofdirectms of the association. In the event that the 
commissionu, in his miginal mdet appointing the consc1 ~atm, di1ects the 
conservator to continue the issuance 01 Itncwal of insurance policies in the 
impaitcd insarct, wmpanies subject to tlte ptovisioris of Litis Act sltall uot be liable 
fv1 assessments f01 claims atising fwm inswancc policies issued 01 tcncwed mote 
tiJaJt 96 days aftct the date of Ute cmnanissionu 's OJdtt appointing tiiC wnsc1 vatOJ 
unless tiJC wmmissionet, prim to the cxphation of such 96 day period, dete1 ltiiries, 
afte1 public heating; that it is in the best intucsts of tiiC policyholdets of the 
impahcd insutcr ot in the public intucst f01 the impahed inswcr to continue the 
issuance or renewal of iiiSUidiiCt policies. At least te days 11otice of such heating 
slmll be gi~tlt to tire boa.d ofdirecto1s of the associati011. The board ofdiiectms shall 
have the tight to appea. at and pa1ticipate in the hewing. The co11senator 01 his 
lepiescntativc shall appeal at such heating and present evidence why it would be 
in the best ialtltst of the policyholdCJs of the impaited insurct to continue the 
issuance 01 renewal of policies. Nothing in this section limits the liability of 
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cm••panics subject to this Act f01 asscssiitents fm claims ptcscntcd aftct at I impai1cd 
insmu is placed in rcai nzship. 

[Sec. 18. RELEASE FROM CONSERVATORSIIIP OR RECEIYERSIIIP. 
An impaitcd insmct placed ill COIISCI 93lOIShip Vi Ittcivctship fm which 
assessments have been made undu the pwvisious of this Act shall not be 
authmizcd, upon release fiom consu vatmship 01 rcccivuship, to issue new or 
tencwal insmance policies until such time as the impai1cd insutu has tcpaid in fall 
to the associatima tlac atnoutil of Class B assessmtJILS paid to the association to ca• a y 
oat the duties of the association undu Section 8 in relation to such insmcr the 
amount paid, pwvidcd, howcvu, the commissionct may, upon application of the 
boa1d ofdiiectois of the association and aftc1 htdling, pcrrnit the issuance of riCw 
policies in accotdancc with a plan of operations by the Icleased insurct fm 
tepaymcnt of assessments. The commissioner may, in appwving such plan, place 
suclt testr ictions upon tiic issuance of new 01 1 enewal policies as lw deems ncecssaty 
to the implementation of the plan. 

[Sec. 19. TAX WRITE-OITS OF CERTIACATE OF CONTRIBUTION. 
( 1) U1dess a longer period of tinrc IJas been Icquitcd by the comtiJissioncr, a tJJeiJtbct 
ins01ca shall at its option have the tight to show a cettificatc ofcontdbation as an 
admitted asset in the foun app1med by the commissionci pmsuant to Section 91 

Pdlagmph (7), at petcentagcs of the miginal face amount appwvcd by the 
commissioner, for calendar ycaJs as follows. 

[100 percent fm tilt calend@ year of issuance, whicl1 shall be I educed 
16 percent a yeat fm each year theJtaftCI fm a pctiod of 16 yews, 

[(2) The insutct may offset the amount wdtten off by it in a calcnda1 
yeat undet Pwagtaph (1), abon, against its premium tax liability to this state 
accwed with respect to busiucss ttansactcd in such ycat. Pwvided, howbCI 1 an 
iiiSUiti may not be ICqoitcd to wtite off iu any one yeat, an amount in excess of 
its ptcmiam tax liability to this state accruing within such yea1. 

[(J) Any sums acquitcd by tcfund, pursuant to PaJagiaph (6) of 
Section 91 fwm the association which hak thetetofoiC been wtitten off by 
contt ibutit1g insmc1 sand offset against pttiJiium taxes as pro9ided in Pat agtaph (2:), 
above, and me not then needed fm pmposes of this Act, shall be paid by the 
association to the wmmissione1 and by him deposited with the state beasutti fm 
a edit to tl1e genual fm1d of tl1is state. 

[Sec. '18. RULES AND REGULATIONS. The State BoUJd of hiswanu is 
authmizcd and ditcctcd to issue such Jeaso11able tales and Icgolations as may be 
necessaty to cauy out the lidtious pmpuscs and pwvisions of this Act, and in 
augmentation tliCttof. 

[Sec. 2:0A. CONFLICTS OF LA\V. In the event of conflict bctwce11 this Act 
and othu law Jciatiug to the subject mallet of this Act ot its application, this Act 
coutt vis, except that AI tides 21.28 and 21.28-A of this code always prevail o wu this 
Act:] 

SECTION 1.22. Section 4A, Article 21.28-A, Insurance Code, is amended by 
adding Subsection (e) to read as follows: 

(c) This section does not apply to: 
(I) any life, accident. or health insurance policy or contract delivered 

or issued for delivery by an insurer that is subject to any provision of Chapter 3. II, 
14, or 22 of this code; 

(2) any contract or certificate that is delivered or issued for deliverv 
by a group hospital service corporation organized under Chapter 20 of this code; 
g_r 

(3) any contract or evidence of coverage delivered or issued for 
delivery by a health maintenance organization operating under a certificate of 
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read as follows: 
(b) No claim against a purchasing group or its members shall be entitled to 

payment from any insurance insolvency guaranty fund or similar mechanism in this 
state, nor shall a purchasing group or its members or claimants against the group 
or its members receive any benefit from such fund for claims arising under the 
insurance policies procured through the purchasing group unless the policies are 
underwritten by insurance companies that are licensed in this state and have capital 
and surplus of at least $25 million at the time of policy issuance. 

SECTION 1.24. Section 404.1 02(a), Government Code, is amended to read as 
follows: 

(a) The treasurer may incorporate a special-purpose trust company called the 
Texas Treasury Safekeeping Trust Company. The purposes of the trust company 
are to provide a means for the treasurer to obtain direct access to services provided 
by the Federal Reserve System and to enable the treasurer to manage, disburse, 
transfer, safekeep, and invest [public] funds and securities more efficiently and 
economically. The treasurer may deposit [public] funds and securities with the trust 
company to achieve its purpose. 

SECTION 1.25. Section 404. 103(a), Government Code, is amended to read as 
follows: 

(a) The trust company may receive, transfer, and disburse money and securities 
as provided by statute or belonging to the state, agencies and local political 
subdivisions of the state, and nonprofit corporations, foundations, and other 
charitable organizations created on behalf of the state or an agency or local political 
subdivision of the state in a manner that qualifies the trust company as a "depository 
institution" as defined by Section 19, Federal Reserve Act (12 U.S.C. Section 461). 

SECTION 1.26. (a) Except as provided by Subsection (b) or (c) of this section, 
this aniclc takes effect January I, 1992, and applies only to liquidation proceedings 
initiated against an insurer or agent declared insolvent or impaired on or after that 
date and to assessments made in relation to those proceedings, and a proceeding 
initiated against an insurer or agent that is declared insolvent or impaired before 
that date is governed by the law in effect on the date that the declaration was made 
and the former law is continued in effect for that purpose. 

(b) A guaranty association established under Anicle 9.48, 21.28-C, or 21.28-D, 
Insurance Code, may elect to assume control of liquidation proceedings initiated 
before January I, 1992. A proceeding covered by such an election is subject to 
Anicle 9.48, 21.28-C, or 21.28-D, as appropriate, as amended by thisanicle. On and 
after January I, 1994, the appropriate guaranty association shall assume control 
over any proceeding outstanding on that date that was initiated under Article 9.48, 
21.28-C, or 21.28-D, Insurance Code, as those anicles existed before amendment 
by this article. 

(c) Section 1.05 of this anicle takes effect January I, 1992, and applies to 
liquidations proceedings initiated against an insurer or agent declared insolvent or 
impaired before, on, or after that date. 
Amendment No. 2 

Amend C.S. H.B. 6 as follows: 
SECTION 14.0 I. Subchapter G, Chapter 5, Insurance Code, is amended by 

adding Anicle 5.76-3 to read as follows: 
An. 5.76-3. TEXAS WORKERS' COMPENSATION INSURANCE 

FUND 
---sBc. I. DEF1NITIONS. In this anicle: 
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( 1) "Board" means the board of directors of the fund. 
(2) "Commission" means the Texas Workers' Compensation 

Commission. 
(3) '""Fund" means the Texas Workers' Compensation Insurance 

(4) ''Workers' compensation insurance" means the insurance for any 
risk under the Texas Workers' Compensation Act (Article 8308-1.01 et seq., 
Vernon's Texas Civil Statutes), the Longshore and Harbor Workers' Compensation 
Act (33 U.S.C. Section 901), the Federal Mine Safety and Health Act of 1977 (33 
U.S.C. Section 801 et seq.), or Article 8309h, Revised Statutes. 

Sec. 2. CREATION; OPERATION. (a) The Texas Workers' Compensation 
Insurance Fund is created as a corporate body with the powers provided in this 
article and with all general corporate powers incident to its operation as a corporate 
body. The fund shall be a nonprofit organization which is neither more nor less than 
self-supporting. 

(b) The fund shall begin organizational operations on January 1, 1992. 
(c) The fund shall begin underwriting operations on July I, I 992. 
(d) Except as otherwise provided by this subsection, the fund is subject to the 

open meetings law, Chapter 271, Acts of the 60th Legislature, Regular Session, I 967 
(Article 6252-17, Vernon's Texas Civil Statutes), and the open records law, Chapter 
424, Acts of the 63rd Legislature, Regular Session, 1973 (Article 6252-1 7a, Vernon's 
Texas Civil Statutes). The board may hold closed meetings to consider and refuse 
to release information relating to claims, rates, the fund's underwriting guidelines, 
and other information that would give advantage to competitors or bidders. 

Sec. 3. BOARD OF DIRECTORS. (a) The fund is governed by a board of 
directors composed of five members, all of whom shall be citizens of this state. The 
members shall be appointed by the governor with the advice and consent of the 
senate, and vacancies shall be filled in the same manner. The members of the board 
of directors serve staggered five-year terms, with the term of one member expiring 
Februarv 1 of each year. 

(b) Except as provided by Subsection (c) of this section, to be eligible for 
appointment as a member of the board a person must be a policyholder ofthe fund 
or an officer or employee of a policyholder and must maintain that status during 
the period of service on the board. Failure to maintain that status disqualifies the 
board member and creates a vacancy on the board. 

(c) The initial appointees to the board must be employers in this state. 
(d) In making appointments to the board, the governor shall attempt to reflect 

the social, geographic, and economic diversity of the state. To ensure balanced 
representation, the governor may consider the geographic location of a prospective 
appointee's domicile and the prospective appointee's experience in business and 
insurance matters and shall consider those factors in appointing members to fill 
vacancies on the board. 

(e) A person may not serve as a member of the board if the person. an 
individual related to the person within the second degree by consanguinity or 
affinity, or an individual residing in the same household with the person: 

(I) is required to be registered or licensed under this code; 
(2) is employed by or acts as a consultant to a person required to be 

registered or licensed under this code; 
(3) owns. controls, has a financial interest in, or participates in the 

management of an organization required to be registered or licensed under this 
code; 

(4) receives a substantial tangible benefit from the fund or the Texas 
Department of Insurance; 
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(5) is an officer, employee, or consultant of an association in the field 

~~ 

(2) enter into and approve contracts; 
(3) propose rates for workers' compensation insurance issued by the 

(4) appoint and supervise the activities of the manager of the fund and 
other officers and employees: 

(5) adopt necessary bylaws and rules for the operation of the fund; 
(6) delegate specific responsibilities to the manager of the fund; 
(7) develop a general plan of operation, in accordance with Section 

5 of this article, to assure the orderly management and operation of the fund; and 
(8) exercise any other authority necessary to conduct a workers' 

compensation insurance business for the fund. 
(b) The fund may not have affiliates, interlocking boards of directors, spinoffs, 

or subsidiaries. 
Sec. 5. PLAN OF OPERATION. (a) The initial board of directors shall 

prepare and adopt a plan of operation that is consistent with this article. The plan 
must provide for the: 

(I) economic, fair, and nondiscriminatory administration of the fund 
and its duties; 

insurance; 
(2) prompt and efficient provision of workers' compensation 

(3) establishment of necessary facilities; 
(4) management of the fund; 
(5) reasonable and objective underwriting standards: and 
(6) obtainment of reinsumnce. 

(b) The initial plan of operation is subject to approval by the State Board of 
Insurance. 
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(c) With consent of the State Board of Insurance, the board may amend the 
plan of operation to provide for operation of the fund in a manner consistent with 
this article. 

Sec. 6. MANAGER AND CHIEF EXECUTIVE OFFICER. (a) The board 
shall appoint a person to serve as manager and chief executive officer who serves 
at the pleasure of the board. The board shall appoint other officers as necessary to 
manage the fund prudently. 

(b) To be eligible for appointment as manager, an individual must have had 
at least 10 years of administrative or professional experience and training and 
experience in the field of insurance. 

(c) The manager shall manage and conduct the affairs of the fund under the 
general supervision of the board and shall perform duties as provided by this article 
and as directed by the board. 

(d) In addition to any other duties provided by this article or by the board, the 
manager shall: 

(I) hire employees as necessary to conduct the business and cam out 
the provisions of this article or to perform the duties imposed on the manager by 
this article; 

(2) receive and approve applications for workers' compensation 
insurance and issue policies to applicants who arc eligible for workers' 
compensation insurance provided by the fund; 

(3) negotiate contracts on behalf of the fund; 
(4) issue renewals of workers' compensation insurance for those who 

qualify for renewal; 
(5) process and pay valid claims according to the rules of the board 

and the appropriate workers' compensation insurance laws; 
(6) collect premiums for workers' compensation insurance issued or 

renewed by the fund; and 
(7) collect and compile statistical information relating to the fund 

and provide this information to the board. 
(e) In addition to any other authority provided by this article or by the board, 

the manager sha11 have full power and authority, in the name of the fund, to: 
(I) sue and be sued in all of the courts of the state in al1 actions arising 

out of any act, deed, maHer, or things made. omitted, entered into, done, or suffered 
in connection with the fund and its administration, management, or conduct of its 
business and affairs; 

(2) delegate to any officer of the fund, subject to any conditions 
prescribed by the manager, any of the powers, functions. or duties conferred or 
imposed on the manager under this article in connection with the fund. its 
administration. management, and conduct of business or related affairs; an officer 
to whom such a delegation is made may exercise the delegated powers with the same 
force and effect as the manager, subject to approval by the manager; 

(3) inspect and audit employers who apply to the fund for issuance 
of workers' compensation insurance or who seek renewal of that insurance: 

(4) purchase reinsurance from insurance carriers admitted or 
accredited to reinsure risks in this state; 

(5) cancel or refuse to renew workers' compensation insurance if a 
risk does not comply with a board-approved plan or any provision of this article; 

(6) with the approval of the board, enter into contracts on behalf of 
the fund: 

(7) draft guidelines for approval of the board relating to the 
settlement of claims against the fund; and 

(8) perform any other acts authorized by the board to carrv out this 
anicle and the rules of the board. 
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Sec. 7. APPLICATIONS. (a) Applications to the fund shall be submitted on 
forms prescribed by the board and shall be made directly by the applicant. 

(b) The fund shall adopt such rules as required to provide for the financing of 
all or part of the premiums by the fund or a person licensed under Chapter 24 of 
this code. Those rules shall require that the fund receive a minimum initial 
premium sufficient to cover the administrative costs of issuing and booking the 
policy in the event of cancellation. 

(b) If the premium is financed by the fund as provided by Subsection (b) of this 
section, the payment deferred earns interest payable to the fund at a rate annually 
determined by the board based on the auction rate quoted on a discount basis for 
52-week treasury bills issued by the United States government, as published by the 
Federal Reserve Board on the date nearest to the date on which the interest rate is 
determined. 

(c) If an applicant is identified as a credit risk, the fund may refuse to write 
insurance coverage if the applicant does not: 

(I) pay the total estimated premium and related charges before the 
policy is issued; or 

{2) provide security for payment of the total estimated premium and 
related charges before the policy is issued. 

Sec. 8. LIABILITY. Neither a member of the board nor the manager or 
any officer or employee of the fund is personally liable in the person's private 
capacity for any act performed or for any contract or other obligation entered into 
or undertaken in an official capacity in good faith and without intent to defraud, 
in connection with the administration, management, or conduct of the fund, its 
business. or other related affairs. 

Sec. 9. RATES. (a) The fund shall be authorized to write workers' 
compensation insurance at 80 percent to 95 percent of the manual rates 
promulgated bv the State Board of Insurance. Within 30 days of a rate hearing or 
a rate change by the State Board oflnsurance, the board of directors is directed to 
file a rate of between 80 percent and 95 percent of the promulgated rates for 
approval by the board. The board shall grant its approval or denial within 30 days 
of receipt of the rate filing. Should the board deny approval, the fund shall write 
insurance at the rate previously on file with the board, or at 95 percent of the board's 
most recently approved manual rates, as directed by the board. 

{b) Rates shall be set in amounts sufficient, when invested. to: 
(1) cam all claims to maturity; 
(2) meet the reasonable expenses of conducting the business of the 

fund: and 
(3) maintain a reasonable surplus. 

(c) Notwithstanding anv other provision of this article, the fund may establish 
multitiered premium systems to provide workers' compensation insurance to 
insureds who would not otherwise meet the fund's underwriting standards. Those 
multitiered systems shall be filed in accordance with Article 5.55 of this code. The 
systems may provide for higher premium payments by insureds who present higher 
than normal risks within a class. 

(d) The fund shall he subject to the data reporting requirements applicable to 
all other carriers. 

(e) The fund is subiect to examination and regulation of its reserves in the 
manner prescribed by Artic1e 5.61. Insurance Code. 

(Q The fund is subject to the same premium discount. experience rating, and 
other factors that relate to writing individual suhscriber's policies as all other carriers 
under the Insurance Code and the rules and regulations of the State Board of 
Insurance. The State Board oflnsurance shall be responsible for experience-rating 
employer members of the fund. 
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Sec. 10. EXPENSE LIMITATION; ADJUSTING OF CLAIMS. (a) The 
fund is directed to limit overhead expenses to the lowest possible amount, while 
providing adequate safety, adjustment and rehabilitation services. In no event 
should total expenses, including overhead expenses, wages, loss adiustment 
expenses, tax expenses, and all other expenses and obligations other than benefits, 
exceed 20 percent of earned premiums. 

(b) The fund is directed to adjust claims in such manner as to limit loss 
adjustment expenses to the lowest reasonable amount. Specifically, the fund is 
directed to pay claims in a timely manner, to attempt to work with the injured 
worker to pay compensation as it accrues and to alleviate hardship where feasible, 
and to contest claims only where clearly merited. 

(c) The fund may not pay commissions to insurance agents, other than salaries 
to in-house agents, and may not advertise. The fund is to maintain an aggressive 
strategy of publicizing its operations through public service announcements, the free 
press and other cost-effective events or opportunities. The commission shall assist 
the fund in disseminating information to employers about the fund operations. 

Sec. II. INTERACTION WITH THE FACILITY. The fund may write 
coverage for any employer in this state. The fund is directed to make every effort 
to write small premium policies and policies where the employer has a credit 
modifier with due regard for the solvency of the fund. An employer must be rejected 
by two canicrs in the voluntary market as well as the fund before being assigned 
to the facility. The fund is not a member of the facility. 

Sec. 12. REHABILITATION. (a) The fund is directed to contract with the 
appropriate state agency for rehabilitation services for employees who qualify under 
a plan developed by the manager and approved by the board of directors. The fund 
shall reimburse the appropriate state agency for the reasonable cost of services 
provided under this section. 

(b) The fund is authorized to grant premium discounts to employers who 
participate in an employee rehabilitation or retraining program developed and 
approved by the commission. 

Sec. 13. ACCIDENT PREVENTION. (a) The fund may make and enforce 
rules for the prevention of iniuries to employees of its policyholders or applicants 
for insurance under this article. For this purpose. representatives of the fund, 
representatives of the commission, or representatives of the Texas Department of 
Insurance on reasonable notice shall be granted free access to the premises of each 
policyholder or applicant during regular working hours. 

(b) Failure or refusal by any such policyholder or applicant to comply with any 
rule prescribed by the fund for the prevention of injuries, or failure or refusal to 
make full disclosure of all information pertinent to the insuring or servicing of the 
policyholder or applicant. constitutes sufficient grounds for the fund to cancel a 
policy or deny an application for insurance. 

(c) A policyholder in the fund shall obtain a safety consultation if the 
policyholder: 

(I) has an experience modifier greater than 1.25; or 
(2) does not have an experience modifier but has had a loss ratio 

greater than 0. 70 in at least two of the three most recent policy years for which 
information is available. 

(d) A policyholder in the fund shall obtain a safety consultation as required by 
the fund if the policyholder: 

( 1) has been in business for less than three years; and 
(2) meets criteria for a safety consultation established by the fund, 

which may include the number and classification of employees. the policyholder's 
industry. and the policyholder's previous workers' compensation experience in this 
state or another jurisdiction. 
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(e) The policyholder shall obtain the safety consultation not later than the 30th 
day after the effective date of the policy and shall obtain the safety consultation from 
the health and safety division of the commission. the fund, or another professional 
source approved for that purpose by the health and safety division. The safety 
consultant shall file a written report with the commission and the policyholder 
setting out any hazardous conditions or practices identified by the safety 
consultation. 

(Q The policyholder and the consultant shall develop a specific accident 
prevention plan that addresses the ha7.,rds identified by the consultant. The safety 
consultant may approve an existing accident prevention plan. The policyholder 
shall comply with the accident prevention plan. 

(g) The health and safety division may investigate accidents occurring at the 
work sites of a policyholder for whom a plan has been developed under Subsection 
(0 of this section, and the division may otherwise monitor the implementation of 
the accident prevention plan as it finds necessary. 

(h) In accordance with rules adopted by the commission. not earlier than 90 
days or later than six months after the development of an accident prevention plan 
under Subsection {Q of this section, the health and safety division of the commission 
shall conduct a follow-up inspection of the policyholder's premises. The 
commission may require the participation of the safety consultant who performed 
the initial consultation and developed the safety plan. If the health and safety 
division of the commission determines that the policyholder has complied with the 
terms of the accident prevention plan or has implemented other accepted corrective 
measures, the health and safety division shall so certify. If a policyholder fails or 
refuses to implement the accident prevention plan or other suitable hazard 
abatement measures. the fund may cancel the coverage or the commission may 
assess an administrative penalty not to exceed $5,000. Each day of noncompliance 
constitutes a separate violation. Penalties collected under this section shall be 
deposited in the general revenue fund to the credit of the commission or 
reappropriated to the commission to offset the costs of implementing and 
administering this section. 

(i) In assessing an administrative penalty, the commission may consider any 
matter that justice may require and shall consider: 

(I) the seriousness of the violation, including the nature, 
circumstances, consequences. extent, and gravity of the prohibited act; 

(2) the history and extent of previous administrative violations; 
(3) the demonstrated good faith of the violator, including actions 

taken to rectify the consequences of the prohibited act; 
(4) any economic benefit resulting from the prohibited act; and 
(5) the penalty necessary to deter future violations. 

(j) The procedures established under this section must be followed each year 
the policyholder meets the qualifications established under Subsection (c) of this 
section. 
----oc5" The commission, the fund, or other professional source shall charge the 
policyholder for the reasonable cost of services provided under Subsections (e) and 
(Q of this section. The fees for those services shall be set at a cost-reimbursement 
level including a reasonable allocation of the administrative costs. 

(I) The compliance and practices division of the commission shall enforce 
compliance with this section through the administrative violation proceedings 
under Article 10, Texas Workers' Compensation Act (Article 8308-10.01 et seq., 
Vernon's Texas Civil Statutes). 

Sec. 14. CONTROL OF FRAUD. (a) The fund shall develop and implement 
a program to identify and investigate fraud and violations of this code relating to 
workers' compensation insurance by an applicant, policyholder. claimant, agent. or 
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insurer. The fund shall contract with the commission to compile and maintain 
information necessary to detect practic-es or patterns of conduct that violate this 
code relating to workers' compensation insurance or the Texas Workers' 
Compensation Act (Article 8308-1.01 et seq .. Vernon's Texas Civil Statutes). 

(b) The fund shall refer all cases of suspected fraud and violations of this code 
relating to workers' compensation insurance to the commission to: 

(I) perform investigations; 
(2) conduct administrative violation proceedings; and 
(3) assess and collect penalties and restitution. 

(c) The fund may enter into interdepartmental funding agreements with local 
prosecutors for the prosecution of offenses against the fund. 

(d) Restitution collected under Subsection (b) of this section shall be deposited 
to the fund. 

(e) Penalties collected under Subsection (b) of this section shall be deposited 
in the general revenue fund to the credit of the commission and shall be 
appropriated to the commission to offset the costs of this program. 

(Q The board, fund, and employees of the fund are not liable in a civil action 
for any action made in good faith in the execution of duties under this section 
including the identification and referral of a person for investigation and 
prosecution for a possible administrative violation or criminal offense. 

Sec. 15. INITIAL CAPITALIZATION AND COMMENCEMENT OF 
OPERATIONS. (a) The fund shall be initially capitalized by a temporary gross 
premium tax on all private workers' compensation carriers. except the fund, as 
provided by Article 5.76-4, Insurance Code. 

(b) The proceeds collected shall be deposited in the state treasury in an account 
held for the fund. The treasurer shall hold the money in trust for the fund. 

(c) The board of directors shaH commence organizational efforts on January 
I, 1992. From that day forward, the board of directors shall exercise control over 
the monies held in trust by the treasurer. 

(d) The board of directors shall hire a manager by April I, 1992. 
(e) The board of directors shall adopt temporary bylaws by May I, 1992. 
(0 The manager shall hire sufficient personnel to begin prudent underwriting 

operations on July I, 1992. 
(g) The fund shall begin marketing efforts consistent with Section I 0 of this Act 

by May I, 1992. 
(h) The fund shall begin underwriting operations on July I, 1992. The board 

shall establish rules governing the amount of total premiums that may be written 
per quarter in 1992 and 1993. Thereafter, the fund will be required to maintain 
reserves consistent with Section 14 of this article. as well as Article 5.61 of this code. 

Sec. 16. PAYMENT OF TAXES AND FEES· GUARANTY 
ASSOCIATION. (a) The fund shall pay the maintenance tax established under 
Article 5.68 of this code and Article 8308, Section 2.22, in the same manner as an 
insurance carrier authorized by the Texas Department of Insurance to write 
workers' compensation insurance in this state. 

(b) The fund shall pay no other taxes and fees or any payments due in lieu of 
taxes, that are payable by another insurance carrier authorized and admitted by the 
Texas Department of Insurance to do insurance business in this state under a 
certificate of authority that includes authorization to write workers' compensation 
insurance. 

(c) The fund may not be a member of nor be protected by the Texas Property 
and Casualty Insurance Guaranty Association and is not subject to assessment 
under the Texas Property and Casualty Insurance Guaranty Act (Article 21.28-C, 
Insurance Code). 
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Sec. 17. FINANCIAL ADMINISTRATION. (a) Revenues of the fund 
consist of: 

( 1) premiums paid by employers for workers' compensation 
insurance from the fund; 

(2) investments and money earned from investments of the fund; 
(3) money received from the temporary gross premium tax as 

provided by Article 5.76-4, Insurance Code; and 
(4) any other monev received by the fund. 

(b) Administrative expenses of the fund shall be paid from the fund at the 
direction of the board. 

(c) Money in the fund shall be paid from the fund, without legislative 
appropriation, on vouchers approved by the board. That money shall be held 
exclusively for the purposes stated in this article and may not be used or 
appropriated for any other purpose. 

(d) Money in the fund shall be invested, subject to a policy approved by the 
state treasurer, in the types of investments authorized by Jaw for investment of state 
funds as provided by Chapter 404, Government Code. 

(e) The fund shall establish and maintain reserves for losses on an actuarially 
sound basis in accordance with Article 5.61 of this code. 

(f) The fund must maintain a ratio of premiums on policies written to surplus 
of not more than three to one. 

(g) The fund shall file annual statements with the Texas Department of 
Insurance and the commission in the same manner as required of other workers' 
compensation insurance carriers, and the State Board of Insurance shall include a 
report on the fund's condition in that board's annual report under Article 1.25 of 
this code. 

Sec. 18. REPORT TO BOARD. The manager shall make periodic reports 
to the board with regard to the status of the fund and its investments. 

Sec. 19. POLICY FORMS. The fund shall use the uniform policy and 
standard policy forms prescribed by the State Board of Insurance under Articles 
5.56 and 5.57 of this code. 

Sec. 20. CANCELLATION AND NONRENEW AL. The fund may cancel 
or refuse to renew coverage on a policyholder as provided in Section 3.28, Texas 
Workers' Compensation Act (Article 8308-3.28, Vernon's Texas Civil Statutes). 

Sec. 21. ANNUAL REPORT; OTHER REPORTS. (a) Not later than the 
30th day after the date on which the fund's fiscal year ends, the board shall publish 
a report analyzing the fund's activities and fiscal condition during the preceding 
fiscal year. The board shall have an independent audit made of each such report. 

(b) The fund shall file with the State Board of Insurance and the commission 
all reports required of other workers' compensation insurers. 

Sec. 22. EXAMINATION OF FUND. (a) The State Board of Insurance shall 
conduct an examination of the fund in the manner and under the conditions 
provided by Articles 1.15 through 1.19 of this code for the examination of insurance 
carriers. 
~The board shall pay the costs of the examination from the fund. 

(c) The fund is subject to all provisions of this code and to the jurisdiction of 
the commissioner of insurance and the State Board of Insurance in the same 
manner as private insurance carriers. 

Sec. 23. ASSISTANCE FROM INSURANCE BOARD. On the request of 
the board, the Texas Department of Insurance shall provide technical assistance to 
the board and the manager as reasonably necessary to implement this article. 

Sec. 24. FUND SOLVENCY. (a) In addition to other regulatory authority 
granted the commissioner of insurance, if the commissioner finds that the fund does 
not own assets at least equal to all liabilities and required reserves, together with the 
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minimum basic surolus required under this article, or that the condition ofthe fund 
is such that continuing operation of the fund is hazardous to the public or to the 
policyholders of the fund, the commissioner shall: 

(I) notify the manager and board of the finding; and 
(2) furnish the fund with a written list of the commissioner's 

recommendations to abate the problems. 
(b) If the fund fails to comply with the recommendations of the commissioner 

not later than the 60th day after the date of the recommendations. the commissioner 
shall notify the governor. the lieutenant governor. and the speaker of the house of 
representatives of the recommendations with which the fund is not in compliance. 
together with solutions and estimations of all fiscal implications. 

Sec. 25. APPLICABILITY OF OTHER STATUTES. (a) The fund is an 
insurance company for purposes of the Texas Workers' Compensation Act (Article 
8308-1.01 et seq .. Vernon's Texas Civil Statutes). 

(b) All regulatorv authority granted the commissioner of insurance relating to 
a stock or mutual insurance company is applicable to the fund. 

(c) Unless specificallv defined as a state agency in a specific statute. the fund 
is not a state agency. 

SECTION 14.02. Subchapter G, Chapter 5, Insurance Code, is amended by 
adding Article 5.76-4 to read as follows: 

Article 5.76-4. TEMPORARY MAINTENANCE TAX SURCHARGE. (a) 
A temporary maintenance tax surcharge is assessed against: 

{1) each insurance company writing workers' compensation 
insurance in this state; 

(2) each certified self-insurer as provided in Chapter D. Article 3. 
Texas Workers' Compensation Act (Article 8308-3.51. et seq., Vernon's Texas Civil 
Statutes). 

(b) The temporary maintenance tax surcharge shall be in effect for calendar 
years I 992 and I 993 only. 

(c) The temporary maintenance tax surcharge shall be assessed and allocated 
for the purpose of initiation, financing, and capitalization of the Texas Workers' 
Compensation Insurance Fund. 

(d) The temporary maintenance tax surcharge shall be one percent of the 
correctly reported gross premiums written by all authorized insurers. as well as 
self-insurers. writing or self-insuring workers' compensation insurance- in this state. 

SECTION 14.03. Subchapter D, Chapter 3, Insurance Code, is amended by 
adding Article 5.55D and Article 5.64A to read as follows: 

Article 5.55D. REHABILITATION DISCOUNTS. The Board shall 
promulgate premium discount plans for employers who are certified participants in 
a commission-developed plan for the rehabilitation or retraining of injured workers 
or the reemployment of injured emplovees at light-duty jobs. In no event shall a 
premium discount under this article be allowed an emplover with a debit modifier. 

Article 5.64A. REQUIRED OFFER OF INSURANCE. (a) Anv insurance 
company authorized to do business in this state shall offer workers' compensation 
insurance in this state if workers' compensation insurance is offered by that insurer 
in anv other state or territory of the United States. 

(b) Any failure to complv with this article can result in administrative penalties 
of up to $50,000 and/or revocation of all licenses to transact business in this state, 
or both, as determined by the board. 

SECTION 14.04. Subchapter D. Chapter 32, Penal Code, is amended by 
adding Section 32.54 to read as follows: 

Soc. 32.54. PENALTY FOR FRAUDULENTLY OBTAINING 
WORKERS' COMPENSATION INSURANCE COVERAGE. (a) A person 
commits an offense if the person, with intent to obtain workers' compensation 
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insurance coverage for himself or another under the workers' compensation 
insurance laws of this state, knowingly or intentionally: 

(1) makes a false statement; 
(2) misrepresents or conceals a material fact; or 
(3) makes a false entry in, fabricates. alters, conceals, or destroys a 

document other than a governmental record. 
(b) An offense under Subsection (a) of this section is a felony ofthe third degree. 
(c) The court may order a person to pay restitution to an insurance company, 

the Texas workers' compensation insurance facility. or the Texas Workers' 
Compensation Insurance Fund if the person commits an offense under this section. 

SECTION 14.05. Chapter 5. Insurance Code, is amended by adding Article 
5.65C to read as follows: 

Art. 5.65C. WRONGFUL ACTS: PENALTY. (a) A person commits an 
administrative violation if the person, to obtain workers' compensation insurance 
coverage for himself or another. intentionally or knowingly: 

(I) makes a false statement; 
(2) misrepresents or conceals a material fact; 
(3) makes a false entry in, fabricates, alters. conceals, or destroys a 

document; or 
(4) conspires to commit an act listed in Subdivision(!), (2), or (3) of 

this subsection. 
(b) An administrative violation under Subsection (a) of this article is punishable 

by an administrative penalty not to exceed $5,000 assessed in accordance with the 
procedures established for an administrative violation under Article 10, Texas 
Workers' Compensation Act (Article 8308-IO.OI et seq., Vernon's Texas Civil 
Statutes). 

(c) The State Board of Insurance shall sanction an agent who commits an 
administrative violation under this article in accordance with Section 7. Article 1.10 
of this code. 

(d) If a policyholder commits an administrative violation under this article and 
obtains workers' compensation insurance coverage at a premium less than the 
premium that would have been charged had the policyholder not committed the 
administrative violation. the policyholder is liable to the insurer for the difference 
between the premium due and the premium actually charged, plus reasonable 
interest and reasonable attorney fees. For the purposes of this subsection. "insurer" 
includes the Texas workers' compensation insurance facilitv and the Texas 
Workers' Compensation Insurance Fund. 

(c) An insurer commits an administrative violation if the insurer directly or 
indirectlv requires a person to apply for or purchase a policy of insurance other than 
workers' compensation insurance as a condition attached to the issuance of a 
workers' compensation insurance policy by the insurer. An insurer that violates this 
subsection is subject to the administrative penalties under Article 1.10 of this code. 

(f) A person commits an administrative violation if the person knowingly and 
intentionally obtains or maintains workers' compensation insurance coverage from 
an insurer that is not authorized to do business in this state or obtains or maintains 
alternative coverage from an insurer that is not authorized to do business in this 
state and is not a surplus lines insurer as provided by Article l.l4w2 of this code. 
An administrative violation under this subsection is punishable by an 
administrative penalty not to exceed $5,000 assessed in accordance with the 
procedures established under Article 10, Texas Workers' Compensation Act (Article 
8308-10.01 ct seq., Vernon's Texas Civil Statutes). Each day of noncompliance is 
a separate violation. 

SECTION 14.06. Section 1.0 I, Article 5. 76-2, Insurance Code, is amended 
to read as follows: 
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Sec. l.O l. DEFINITIONS. In this article: 
(l) "Board" means the State Board of Insurance. 
(2) .. Commission" means the Texas Workers' Compensation 

Commission. 
(3) .. Compliance and practices division" means the division of 

compliance and practices of the commission. 
(4) '"'Credit risk" means a reiected risk who is unable to procure or 

retain insurance through ordinary meihods in the voluntary market because the risk 
is in bankruptcy or is not creditworthy. 

ill "Designated insurer" means any insurer authorized by the 
facility to issue small premium policies through the plan. 

{Q}[\3}] "Facility" means the Texas workers' compensation 
insurance facility established under this article. 

Q1[(4]] "Fund" means the employers' rejected risk fund for 
providing workers' compensation insurance coverages for rejected risks. 

@)[(5:)] "Good faith" for the purposes of this article only means 
honesty in fact in any conduct or transaction. 

(9) "Health and safety division" means the division of workers' 
health and safety of the commission. 

UQ)[(6J] "Insurance" means those types of insurance described in 
Section 2.05 of this article. 

ill)[f/1] "Insurer means a stock company, mutual company, 
reciprocal, interinsurance exchange, the state fund, or Lloyd's association 
authorized to write workers' compensation insurance in this state. 

@[(81] "Member" means an insurer that is a member of the 
facility. 

U1)[(9)] "Plan" means the small premium policy plan for providing 
workers' compensation insurance coverages for a small premium policy. 

ill.)[tffl)] "Rejected risk" means an employer, other than an 
employer [one] eligible for a small premium policy through the plan, that is in good 
faith entitled to insurance but is unable to procure or retain insurance through 
ordinary methods in the voluntary market. The term includes any and all legal 
entities that may be combined for experience rating purposes according to the rules 
of the board. 

@[(++)] "Servicing company" means a member of the facility or 

other eligible entity that is designated by the board to issue a policy that evidences 
the insurance coverages provided by the fund to a rejected risk and to service the 
risk as provided by this article. 

(!fu[fH)] "Small premium policy" means a Texas standard 
workers' compensation insurance policy issued to an employer in this state for 
which the annual premium is less than $5,000 and which is not expected to develop 
more than $5,000 in premiums during the next 12 months. To be considered a small 
premium policy, a policy's governing classification must be in hazard group I, II, 

or III, as determined in retrospective rating plans approved in the State of Texas. 
An employer with a Joss ratio in excess of0.70 during each of the most recent three 
years for which data are available shall not be eligible for a small premium policy. 

(17) "State fund" means the Texas Workers' Compensation Insurance 

Fund. 
--SECTION 14.07. Subsections (b) and (c), Section 2.03, Article 5.76-2, 

Insurance Code. are amended to read as follows: 
(b) The board shall appoint five voting members to represent members of the 

facility. and four voting members shall be appointed by the governor with the advice 
and consent of the senate to represent the general public. The nine voting members 
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serve staggered six-year terms. A person who is affiliated with a servicing company 
is not eligible for appointment to the governing committee. 

(c) A person may not serve as a member of the governing committee 
representing the general public if the person, an individual related to the person 
within the second degree by consanguinity or affinity, or an individual residing in 
the same household with the person: 

(I) is required to be registered or licensed under this code; 
(2) is employed by or acts as a consultant to a person required to be 

registered or licensed under this code; 
(3) owns. controls, has a financial interest in, or participates in the 

management of an organization required to be registered or licensed under this 
code; 

(4) receives a substantial tangible benefit from the facility or the board; 
(5) is an officer, employee, or consultant of an association in the field 

of insurance; or 
(6) is required to register as a lobbyist under Chapter 305. 

Government Code. 
(e) Subsection (d) of this section does not prohibit a person who is only a 

consumer of insurance or insurance products from serving as a member of the 
governing committee. 

(Q A person who is ineligible to serve on the governing committee under 
Subsection (d) of this section may not serve as a member of the governing 
committee for one year after the date on which the condition making the person 
ineligible ends [uine voting mcmbCis will be appointed by the boatd as follows. 

[(I) six toting membus shall tcptcscnt wmkcts' compcnsatiou 
iiiSUJancc compatlics, of whiclt no InUit than two aJe SCI vicitig compaJties, itiitially 
appointed by the boatd as follows. two tnctnbtiS f01 a two ycat te1 m, two tttttitbus 
fot a fum ywt tctm, and two mcmbus for a six ycat tum. At the cxphation of the 
appointed tenus, tHo mcmbus shall be appointed cvety two yeats by the boatd fo1 
six year tCIIIIS. No Iilctiibtt sltafl SCIVC IliUie tltdll one six yeat let III, and 

[(2) three wtiug membus shall iucladc one Itptesentativc of labm, 
one Itptcscntathc of business, and one ICptcscntatin of the pu'olic, initially 
appointed by the boatd as foHows. the labm teptcscntative fm a two ycat Lciiii, the 
business Iep•csentatin fm a fum ycat tum, and the public tcptcsentathe f01 a six 
year tct m. At the expiration of tl&c initial tu ms of appointment, one ttpr cscntati vc 
shall be appointed cvc&y two years fot a six year tctiil. No ICptcscntatiR shall set vc 
moiC than one six yeat tctm]. 

(g)( (c)]( I) The nonvoting, ex officio members shall be the representative of the 
Texas Workers' Compensation Commission and the public counsel appointed 
under Article 1.35A of this code [of the State Bomd of Inswancc]. 

(2) The ex officio, nonvoting members shall not be considered in 
determining a quorum of the governing committee. 

(!!2[(31] The duties and responsibilities of the members shall be provided in 
the bylaws, rules, and regulations of the facility adopted by the membership of the 
facility and approved by the board as provided by Section 2.04 of this article. 

SECTION 14.08. Section 2.05, Article 5.76-2, Insurance Code, is amended 
by adding Subsections (c) through (!)to read as follows: 

(c) The facility shall develop and implement a program to identify and 
investigate fraud and violations of this code relating to workers' compensation 
insurance by an applicant, policvholdcr, claimant, agent, or insurer. The facility 
shall contract with the commission to: 

(1) compile and maintain data to detect practices or patterns of 
conduct that violate this code relating to workers' compensation insurance or the 
Texas Workers' Compensation Act (Article 8308-1.01 et seq., Vernon's Texas Civil 
Statutes); and 
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(2) conduct semiannual performance reviews of its servicing carriers. 
(d) The facility shall refer all cases of suspected fraud and violations of this code 

relating to workers' compensation insurance to the commission to: 
( 1) perform investigations; 
(2) conduct administrative violation proceedings; and 
(3) assess and collect penalties and restitution. 

(e) The facility may enter into interdepartmental funding agreements with local 
prosecutors for the prosecution of offenses against the facility. 

(Q Restitution collected under Subsection (d) of this section shall be deposited 
in the rejected risk fund. 

(g) Penalties collected under Subsection (d) of this section shall be deposited 
in the general revenue fund to the credit of the commission and shall be 
appropriated to the commission to offset the costs of this program. 

(h) The governing committee, facility. and employees of the facility are not 
liable in a civil action for anv action made in good faith in the execution of duties 
under this section, including the identification and referral of a person for 
investigation and prosecution for a possible administrative violation or criminal 
offense. 
------vfThe facility may not indemnify the servicing companies. 

(j) Unless the attorney general provides prior approval for the facility to obtain 
outside counsel, the attorney general shall: 

(I) represent the facility in actions to collect debts or assessments: 
(2) review and advise the facility on contracts and approve contracts 

between the facility and servicing companies; and 
(3) provide other legal assistance to the facility. 

(k) Subsection (j) of this section does not prohibit the servicing companies from 
obtaining legal counsel in relation to claims handling. 

(!) The facility shall pay the attorney general for the reasonable costs of 
providing legal assistance under Subsection (j) of this section. 

SECTION 14.09. Section 2.07, Article 5.76-2, Insurance Code, is amended 
to read as follows: 

Sec. 2.07. INVESTMENTS. (a) Funds in the facility are outside the state 
treasury. 

{Q1 The facility shall invest its funds only in investments authorized by law 
for the investment of state funds as provided in Chapter 404, Government Code. 
The governing committee shall develop an investment policy and submit the policy 
to the state treasurer for review and approval {intctcst bearing time deposits 01 

cct tif1tates of deposit in any bank VI banks doing business in the State of Texas 
which ate mcmbc1s of the fedCJal Deposit Insutancc Cmpmatiou, Ltcaswy bills, 
notes, 01 any othet lieasnt y obligations of the United States of A medea or in any 
othu investments as may be pwposcd by the goveming committee and appwved 
by the boa1d]. 

SECTION 14.10. Section 4.02, Article 5. 76-2, Insurance Code, is amended 
by adding Subsections (c), (d), and (e) to read as follows: 

(c) The facility may permit a premium to be paid in installments as provided 
in rules adopted by the board. The facility shall charge interest at eight percent per 
year on premiums paid in installments. 

(d) The facility may refuse to write insurance coverage on an applicant that is 
a credit risk if the applicant does not: 

(I) pay the total estimated premium and other charges before the 
policy is issued; or 

(2) provide security for payment of the total estimated premium and 
other charges before the policy is issued. 
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(e) The facility may not issue a policy to a debtor in possession unless the 
applicant pays the total estimated premium and other charges before the policy is 
issued. 
-sECTION 14.11. Section 4.04, Article 5.76-2, Insurance Code, is amended 
to read as follows: 

Sec. 4.04. FACILITY DEFICITS. (a) Not later than June I of each year, the 
facilitv shall report its operating results to the board. 

(b) The facility shall calculate at least annually its results for incurred losses, 
including incurred but not reported losses, by accident year. If there is a deficit or 
surplus from operations for an accident year, the amount of the deficit or surplus 
shall be assessed or rebated to the insurance carriers licensed in this state who were 
members of the facility during the calendar year. Each insurance carrier shall pay 
a proportion of the total assessment or receive a proportion of the total rebate based 
on its proportion of the total voluntary and facility workers' compensation 
insurance writings during the calendar year. The board may provide by rule for the 
redistribution of all or part of an assessment that would otherwise be levied on an 
insurance carrier if the insurance carrier is unable to pay the full assessment because 
the carrier is in liquidation at the time of the assessment. The state fund is not liable 
for any deficits incurred. 

(c) For assessments or rebates made under Subsection (b) of this section, the 
board shall establish an appropriate pass-through allowance so that each 
retrospectively rated risk written during the calendar year shall pay a proportion of 
the assessment or receive a proportion of the rebate. The pass-through allowance 
shall be based on the premium paid by the retrospectively rated risk as a proportion 
of the total voluntary and facility writings by the insurance carrier in the calendar 
year. 

(d) By rule, the board may authorize the deferment of the payment of an 
assessment made under Subsection (b) of this section. Deferments may only be 
allowed if the cash flow of the facility is adequate to meet all needs. 

(e) A deferment of an assessment under Subsection (b) of this section shall earn 
interest payable to the facility at a rate annually determined by the board based on 
the auction rate quoted on a discount basis for the 52-week treasury bills issued by 
the United States government, as published by the Federal Reserve Board on the 
date nearest to the date on which the interest rate is determined [The facility shall 
annually tcpmt its opeJatiJig tcsults to the boat d. In the event tltCie is a def1dt ftom 
opuations. the amount of such deficit shall be assessed ou the membets based on 
the pwpottion to the amount that a mcmbct compaufs wluntaty wmkus' 
contpe11satioJJ iaiSmaatce wtitings beaa to the tota:l voluntaa y wv• kcts' compensation 
insmance wtitings in this state f01 the ptcccding calcnda• yea1. 

[(b) The boatd may by tole paovidc fm a maximal It w•nual asscssmu1t faa the 
facility deficit assessed against a mcmbu company uJtdet Subsection (a) of this 
section and n1ay ptovidc that the payment of any POi lion of the assessJJitJJt nut a net 
because of such maximum is dcfcncd Hom yea• to yeat. 

[(c) The 10les shall tequite cunside&ation of the financial stabilit) of the fund 
and the tllttilbtt con1pany when setting a rnaxiJnunJ and allowing dcfctiiiCIItS under 
Subsection (b) of this section). 

ffi((dj] A designated insurer may not cede more than 50 percent of its total 
writings of premium from risks eligible for a small premium policy. One-half of that 
portion of written premiums from risks eligible for small premium policies which 
is not ceded to the reinsurance account shall be removed from a member company's 
voluntary writings when calculating the assessment ratio of that member company 
as set out in Subsection (b) [Subsection (a)] of this section. 

(g) ((t:j] Commencing January I, 1992, if a (every] member insurer [wlridt] 
elects to defer any portion of an assessed deficit as provided herein

1 [must show] the 
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entire unpaid, assessed portion thereof and accrued interest. if any, must be shown 

as a liability on all of its financial and annual statements. 
SECTION 14.12. Section 4.05, Article 5.76-2, Insurance Code, is amended 

to read as follows: 
Sec. 4.05. FUND RATES. (a) The board, in addition to the provisions 

prescribed by Subchapter D, Chapter 5, Insurance Code, is authorized and directed 

to determine, fix, prescribe, promulgate, change, or amend endorsements, rates, 

rating plans, or minimum premiums normally applicable to a risk so as to apply 

to any and every rejected risk assigned by the facility such endorsements, rates, 
rating plans, and minimum premiums as are commensurate with the greater hazard 

of the rejected risk, considering in connection therewith the experience and 
physical, financial, and other conditions of such risk. 

(b) Not later than the 30th day after the effective date of this subsection and 

annually thereafter. the governing committee shall engage the services of an 

independent actuary who is a member in good standing with the Casualty Actuarial 

Society or the American Academy of Actuaries to estimate the deficit for the next 

accident year. If the expected deficit for accident year t 992 is greater than six 

percent of the workers' compensation insurance premiums expected to be written 

in the voluntary market, the board shall promulgate premium rating plans to reduce 

the deficit to not more than six percent. If the expected deficit for accident year 1993 

is greater than three percent of the workers' compensation insurance premiums 

expected to be written in the voluntary market, the board shall promulgate 

premium rating plans to reduce the deficit to not more than three percent. 

Thereafter, if the expected deficit is greater than two percent of the workers 

compensation insurance premiums expected to be written in the voluntary market, 

the board shall promulgate premium rating plans to reduce the deficit to not more 

than two percent. The rating plans must be predicated on individual risk 

characteristics, including but not limited to the use of tabular surcharges. The 

governing committee shall submit the rating plans to the board for review and 

approval not later than November 30 of each year. The facility may not write a 

policy below manual rates set by the board. 
(c) In developing and implementing a rating plan under Subsection (b) of this 

section, the board shall consider as an extraordinary risk an employer whose actual 

incurred losses exceed the employer's expected losses in two of the three most recent 

policy years for which information is available and shall give due consideration to 

an appropriate allowance for the greater risk. In this subsection: 
(I) "actual incurred losses" are those shown in column 5 of the 

employer's experience rating form as prepared by the board according to the Texas 

Experience Rating Plan for Workers' Compensation Insurance; and 
(2) "expected losses" are those shown in column II ofthe employer's 

experience rating form as prepared by the board according to the Texas Experience 
Rating Plan for Workers' Compensation Insurance. 

(d) The facility shaH create a procedure to review, on request of an employer, 

the application of the rating plan to an employer identified as an extraordinary risk 

under Subsection (c) of this section. The facility may exclude the em plover from 

the extraordinary risk provisions of the rating plan if: 
(I} the facility determines that the employer's actual incurred losses 

exceeded expected losses due to injuries resulting from acts of God or actions of 

third parties unrelated to the workplace; or 
(2) the employer has: 

(A) had a material change in ownership of the 

employer's business; 
(8) had a substantia] change in the type of business 

enterprise in which the employer is engaged; 
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(C) implemented a safety and accident prevention 
program approved by the health and safety division; or 

(D) had excess losses resulting from a single incident 
involving multiple claims. 
~ In promulgating a rate or rates for rejected risks assigned by the facility, 

the board shall give due consideration to an appropriate allowance for the greater 
hazard of the risks' losses, claims expense, audit expenses, premium taxes, 
maintenance taxes, general administration expense, agent's commissions, other 
acquisition expense, inspection expense, an allowance for profit or contingencies, 
and any other relevant facts in connection with insuring and servicing such rejected 
risks. 

(g) [(e)] The board shall establish a surcharge program for risks insured by the 
employers' rejected risk fund for the purposes of encouraging safety and funding any 
deficit caused by excessive losses. The surcharge program shall include provisions 
that if an individual insured's actual losses arc equal to or less than the insured's 
modified expected losses, as determined under the Texas workers' compensation 
experience rating plan, then there is to be no surcharge. The maximum surcharge 
shall be 100 percent of standard premiums and shall be related to the difference 
between each insured's actual losses and its modified expected losses. 

ill [(dj] The board shall promulgate a special form of all states endorsement, 
in keeping with the purposes of this article, which may be used in connection with 
any risk insured by the employers' rejected risk fund, and shall establish premiums 
for the use of such endorsement. 

((c) The bumd may establish a scpatatc tating piau f01 those employers who 
apply fm wmkus· compensation insmancc in the facility and ate cit!Jti ttl tificd self 
iusmus 01 members of a cutified sdfinsmct g;:oup.] 

SECTION 14.13. Section 4.06, Article 5.76-2, Insurance Code, is amended 
to read as follows: 

Sec. 4.06. INJURY PREVENTION REQUIREMENTS. (a) The facility or 
any of its servicing companies [members] may make and enforce [rcasoaablc] rules 
for the prevention of injuries to employees of its policyholders or applicants for 
insurance under this article. For this purpose, representatives of the facility, any of 
its members, representatives of the commission, or representatives of the board on 
reasonable notice shall be granted free access to the premises of each such 
policyholder or applicant during regular working hours. 

(b) Failure or refusal by any such policyholder or applicant to comply with any 
[ t casonablcJ rule prescribed by the facility for the prevention of injuries or failure 
or refusal to make full disclosure of all information pertinent to the insuring or 
servicing of the policyholder or applicant shall be sufficient grounds for the facility 
to cancel a policy or deny an application for insurance. 

(c) The health and safety division shall develop a program targeting a 
policyholder in the facility under the employers' rejected risk fund. 

(d) A policyholder in the facility who is insured under the rejected risk fund 
shall obtain a safety consultation if the employer: 

( 1) has an experience modifier greater than 1.25; 
(2) does not have an experience modifier but has had a Joss ratio 

greater than 0. 70 in at least two of the three most recent policy years for which 
information is available; or 

(3) has not been in business three years and meets criteria established 
bv the commission, which may include the number and classification of employees, 
the policyholder's industry, and previous workers' compensation experience in this 
state or another jurisdiction. 

(e) The employer shall obtain the safety consultation not later than the 30th 
day after the effective date of the policy and shall obtain the consultation from the 
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health and safety division of the commission. the policyholder's servicing company, 

or another professional source approved for that purpose by the health and safety 

division of the commission. The safety consultant shall file a written report with the 

commission and the policyholder that sets out any hazardous conditions or 

practices identified by the safety consultation. 
(Q The policyholder and the consultant shall develop a specif>c accident 

prevention plan that addresses the hazards identified by the consultant. The 

policyholder shall comply with the accident prevention plan. 
(g) The health and safety division may investigate accidents occurring at the 

work sites of a policyholder for whom a plan has been developed under Subsection 

(0 of this section, and the division otherwise may monitor the implementation of 

the accident prevention plan as it finds necessary. 
(h) In accordance with rules adopted by the commission. not earlier than 90 

days or later than six months after the development of an accident prevention plan 

under Subsection (Q of this section, the health and safety division shall conduct a 

follow-up inspection of the policyholder's premises. The commission may require 

the participation ofthe safety consultant who performed the initial consultation and 

developed the safety plan. If the division determines that the policyholder has 

complied with the terms of the accident prevention plan or has implemented other 

acceptable corrective measures, the division shall so certify. If a policyholder fails 

or refuses to implement the accident prevention plan or other suitable hazard 

abatement measures, the facility may cancel the coverage or the commission mav 

assess an administrative penalty not to exceed $5,000. Each day of noncompliance 

constitutes a separate violation. Penalties collected under this section shall be 
deposited in the General Revenue Fund to the credit of the commission or 

reappropriated to the commission to offset the costs of implementing and 

administering this section. 
(i) In assessing an administrative penalty, the commission may consider any 

matter that justice may require and shall consider: 
( l) the seriousness of the violation, including the nature, 

circumstances, consequences, extent. and gravity of the prohibited act; 
(2} the history and extent of previous administrative violations; 
(3) the demonstrated good faith of the violator, including actions 

taken to rectify the consequences of the prohibited act 
(4) any economic benefit resulting from the prohibited act; and 
(5) the penalty necessary to deter future violations. 

(j) The procedures established in this section must be followed each year the 

policyholder meets the qualifications established in Subsection (d) of this section 

and is insured through the facility under the employers' rejected risk fund. 
(k) The commission shall charge the policvholder for the reasonable cost of 

services provided under Subsections (c) through (Q of this section. The fees for those 

services shall be set at a cost-reimbursement level. including a reasonable allocation 

of the commission's administrative costs. 
(I) The compliance and practices division shall enforce compliance with this 

section through the administrative violation proceedings established under Article 

10, Texas Workers' Compensation Act (Article 8308-10.01 et seq., Vernon's Texas 

Civil Statutes). 
SECTION 14.14. Section 5.01, Article 5.76-2, Insurance Code, is amended 

to read as follows: 
Sec. 5.QJ. MARKET ASSISTANCE PROGRAM. \!!) The board shall 

establish a voluntary market assistance program to reduce (monitm the opCiation 

of the fund with the object of Itdaciug] the number of risks insured by the 

employers' reiected risk fund. Pursuant to such program each rejected risk {meeting 

qualiftcatious set fmth by the boaid and makiug a teqacst] shall be reviewed before 
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[orafter] its assignment under Section 4.02 of this article. The market assistance 
program shall attempt to find an insurer to [voluutatily] insure the risk in the 
voluntary market before its initial assignment to the employers' rejected risk fund, 
assignment to a specific company under Section 4.02 of this artide, or renewal of 
the risk's assignment to the employers' rejected risk fund. The board shall adopt 
rules as necessary to implement this section. A licensed local recording agent need 
not be appointed by an insurer willing to accept business offered by the agent for 
review by the market assistance program. The market assistance program may 
establish reasonable fees for market assistance review, and those fees are dedicated 
to the facility [board] for the administration of this section. 

(b) Each member of the facility shall file all information prescribed by the board 
with the market assistance program. 

(c) A member of the facility that fails or refuses to file the information required 
in Subsection (b) of this section commits an administrative violation punishable by 
an administrative penalty not to exceed $5.000 assessed under Section 7, Article 
1.10 of this code. 

SECTION 14.15. Amend Article 8308 by adding Section 3.00 to read as 
follows: 

SECTION 3.00. SCOPE OF WORKERS' COMPENSATION LAWS. The 
workers' compensation laws of this state govern the relationships between all 
employers and employees in this state with respect to injuries suffered in the course 
and scope of employment. The relationship between employers who elect not to 
purchase workers' compensation insurance and their employees injured in the 
course and scope of employment is governed by Section 3.03, 3.04 and 3.23 of this 
Act. 
-SECTION 14.16. Article 8308, Section 3.03, is amended to read as follows: 

SECTION 3.03. COMMON-LAW DEFENSES. (a) It is the policy of the 
State of Texas that an employee, injured on the job should have one of two 
remedies. Both of these remedies are considered as part of the workers' 
compensation scheme of the State of Texas. 

(b) If an employee is iniured while working for an employer with workers' 
compensation insurance, he must proceed under the terms of this Act. 

(c) Jfan employee is injured while working for an employer who does not have 
workers' compensation coverage. the employee shall have the right to pursue a 
neg]igence action against his employer. regardless if that employer has a plan set 
forth in ERISA, 29 U.S.C. Section 1000, et. seq. 

(a)@ In an action against an employer who does not have workers' 
compensation insurance coverage to recover damages for personal injuries or death 
sustained by an employee in the course and scope of the employment, it is not a 
defense that: 

(I) the employee was guilty of contributory negligence; 
(2) the employee assumed the risk of injury or death; or 
(3) the injury or death was caused by the negligence of a fellow 

employee. 
(b){!} This section docs not reinstate or othenvise affect the availability of 

these or other defenses at common law. 
(c)(!) The employer may defend the action on the ground that the injury was 

caused by an intentional act of the employee to bring about the injury or while the 
employee was in a state of intoxication. 

SECTION 14.17. Article 8308, Section 3.04, is amended by striking the 
entire section and substituting the following: 

SECTION 3.04. BURDEN OF PROOF. (a) Prior to July I, 1992, in all such 
actions against an employer who does not have workers' compensation insurance, 
and after Julv 1, 1992, in actions against employers not required to maintain 
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coverage under Section 3.23 of this Act. it shall be necessary to a recovery for the 
plaintiff to prove negligence of the employer or some agent or servant of the 
employer acting within the general scope of his employment. 

(b) After July I, 1992, in all such actions against an employer who is required 
to have coverage but who does not have workers' compensation insurance. it shall 
not be necessary to a recovery for the plaintiff to prove negligence of the employer 
or some agent or servant of the employer acting within the general scope of his 
employment. Instead, an employee shall be required to prove only that the injury 
occurred in the course and scope of employment. [In all such actions against au 
cmployCI who docs not have wmkCJs' wmpensation inswanu covCiagc, it is 
IICCCSSdij to a I CCU\JCI j f01 the plaintiff to pt O~C iiCgligeliCC of tht Cillployct VI SOJIIC 
agent 01 scr va11t of the cmpioyu acth1g withi11 the genua! scope oflris employment.] 

SECTION 14.18. Article 8308, Section 3.23, is amended by striking the 
entire section and substituting the following: 

SECTION 3.23. OBTAINING COVERAGE. (a) Workers' compensation 
insurance coverage for each employee who is not exempt from coverage under this 
Act shall be obtained and maintained after July 30, 1992, by employers who employ 
in this state 150 or more employees not exempt from coverage under this Act. 
Before that date, except for employers otherwise required by Jaw to obtain coverage. 
an employer may elect to obtain workers' compensation insurance coverage. An 
employer may obtain the coverage through a licensed insurance company; after 
December 31, 1992, through self-insurance as provided by Chapter D of this article; 
or, after June 30, 1992, through the Texas Workers' Compensation Fund 
established by Article 5.76-3 of the Insurance Code. An employer who obtains 
coverage is subject to this Act. 

(b) After June 30, 1992, all employers not required by law to obtain coverage 
who employ in this state more than two employees not exempt from coverage under 
this Act. and who do not elec-t to obtain workers' compensation insurance coverage, 
shall obtain and maintain a policy or policies of health and wage continuation 
insurance for each non-exempt employee. 

Such policies shall at a minimum provide for one year coverage of full 
reasonable and necessary medical benefits, from the date of injury, regardless of the 
cause of iniury, or illness. Such policy must include wage continuation, at 80 
percent of the pre-disability wage, for a period of at least six months, regardless of 
the cause of injury or illness. Such policies must be approved by the commission. 

In the event that the employment of an employee covered by such a policy or 
policies is terminated, for any reason other than the employee's voluntary 
resignation. after substaining an injury for whkh benefits may be pavable under this 
section, the employer shall continue to maintain the applicable policy or policies 
of insurance for a period of not less than one year from the date of termination. 

Providing coverage pursuant to this subsection shall not give the employer any 
immunity from a common law cause of action for negligence and all provisions of 
this Act, including but not limited to Sections 3.03 and 3.04, are applicable to such 
actions. It is the express intent of the State of Texas that such actions. including 
those involving employers under this subsection. are a part of the workers' 
compensation system of the State of Texas. 

(c) After June 30, 1992, an employer in the building or construction industry, 
whether a general contractor or a subcontractor, shall obtain workers' 
compensation insurance coverage for aU employees of that employer as provided 
by this section. 

(d) In every building or construction contract, the proprietary entity shall 
require the contractor to certify in writing that the contractor provides workers' 
compensation insurance coverage for all employees of the contractor employed on 
the project. A subcontractor on the project must provide such a certificate to the 
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general contractor relating to the coverage of the employees of the subcontractor. 
The general contractor shall provide the certificate of a subcontractor to the entity. 

(c) After June 30, 1992, a person who offers or attempts to procure for 
employers the services of common workers. whether or not for compensation, shall 
obtain workers' compensation insurance coverage for the person's employees and 
for each common worker whose services the person procures for an employer. This 
subsection does not apply to a person who operates a labor bureau or employment 
office in conjunction with the person's own business for the exclusive purpose of 
employing individuals in that business and who: 

(I) pays federal social security taxes. makes state and federal 
unemployment compensation insurance contributions, carries workers' 
compensation insurance coverage. and posts notice of that coverage in a 
conspicuous place on its premises indicating the coverage provided, the insurance 
carrier writing the coverage, and the expiration date of those insurance policies; 

(2) provides workers with complete information and maintains a 
record of the information for at least two years, relating to work assignments, rates 
of pay, hours of work. and the nature and duration of the work: 

(3) pays wages in a timely manner for all hours worked, less onlv 
deductions required or authorized by law, by negotiable check or cash, obtaining 
a receipt; 

(4) provides, for each pay period, each worker with an itemized 
statement of gross earnings, any advances on earnings. required deductions. and net 
earnings, irrespective of the form of wage payment; 

(5) provides for payment of wages to a worker by personal delivery. 
mail. or as otherwise requested by the worker, but not by delivery to or with the 
requirement that a worker's check be cashed by an entity owned or controlled by 
the person or in which the person has a significant financial interest, or by or at any 
other specific place designated by the person; 

(6) pays workers reporting to assigned work a minimum of four hours' 
wages if the work is begun or two hours' wages if the work is not begun; 

~ys workers for work performed whether or not the person is paid 
by the person's clients; 

(8) provides that if transportation or other accommodations arc 
provided to workers the workers are not obligated to use them, either by contract 
or as an express or implied condition of employment; 

(9) provides overall supervision, direction, and control of the workers, 
including the right to hire, offer work assignments, administer discipline. and 
terminate employment; 

( 1 0) mav provide direct on-the-iob supervision of the workers to the 
extent of directing both what is to be done and the details of how it should be done; 
and 

(II) accepts full responsibility for the actions of workers while 
performing the work and carries general liability and property damage insurance to 
discharge that responsibility. 

(Q In this section "building or construction industry" includes: 
(I) erecting or preparing to erect structures. including buildings, 

bridges, roadways. public utility facilities, or related appurtenances; 
(2) remodeling. extending, repairing. or demolishing a structure: or 
(3) otherwise improving real property or appurtenances to real 

property through similar activities. 
{g) For the purposes of this section, the employment of maintenance emplovecs 

by an employer who is not engaging in building or construction as the employer's 
primarv business purpose does not constitute engaging in the building or 
construction industry. 
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(h) An employer subject to this article commits an offense if the employer fails 
to obtain workers' compensation insurance coverage as required by this artic1e. A 
person who violates the rules under this section commits a Class B administrative 
violation. Each day of noncompliance is a separate administrative violation. 

[(a) Except fm public tniployc• sand as othu wise ptovidcd by law, an cmployEI 
way elect to obtain wmkus' compensation inswancc con• age. An employct may 
obtah1 co,ctagc thtoagia a licct1std insmance contpaitJ 01 tlnough selfinsatancc as 
pio~ided by this Act. A11 tltrployCJ who obtah1s tD\Ciagt is subject to the pJovisimJs 
of this Act. 

(b) A gcnual conttactm 01 biting coilhactm by wtittcn conbact may assume 
Icsponsibility f01 securing wmkus' compeusation insutancc cme1agc fat a 
subconttactm ot tlae employees of a sabcoiJbactm putsuant to Scctima 3.65 OJ 3.66 
of this Act. 

(c) In a building 01 cmiShactioiJ conuact cntctcd into bs tlds state OJ a political 

Jequitc the conttactm to ccatify ill writing that the eouhactot pw9ides wmktJs' 
compensation inswance covet age f01 all employees of the conttactm employed on 
the public ptoject. A subcollltactm on the pwject must pwvide such a cct tificate 
to the geneaal eonttactm zclating the covuagc of the employees of the 
subconttactot. Tlacgcaaetal conhactm shall ptovide the cet tificate of a subcoiahactm 
to the govunme11tal entity. A conhactm who has a wnttact that ICqaites wmkus' 
compensation inswance co~uagc may provide the covuage thwugh a group plan 
VI othu method satisfactmy to the goveiiiing body of the govunmental entity. 

(d)( I) In this section .. building 01 consb action" includes. 
(A) czccting OJ paepating to uect sh uctutcs, including 

buildings, 'midges, wadways, public utility facilities, 01 tclated appwtcHanccs, 
(B) Itnmdcling, extending, acpaitillg, 01 demolishing a 

slt act we, 01 

(C) othct wise impwving teal pwpu ty 01 appw tcnanccs 
to teal pwpctly tlnough similaz activities. 

(2) TltC employment ofnaaiJJtenance employees by an cmployct who 
is not engaging in building 01 wnsli uctima as the employct 's plimat y business 
pmpose docs not constitute engaging in building 01 consltuction.) 

SECTION 14.19. Article 8308, Section 3.22(a) is amended to read as follows: 
SECTION 3.22 EMPLOYER FILING REQUIRED. (a) An employer not 

required to obtain coverage under Section 3.23 of this Act, who does not obtain 
coverage must notify the commission in writing, in the time and as prescribed by 
commission rule, that the employer docs not elect to obtain coverage. The 
commission shall prescribe fonns to be used for the employer notification and shall 
require the employer to provide reasonable information to the commission about 
the employer's business. The commission may contract with the Texas 
Employment Commission or the comptroller of public accounts for assistance in 
collecting the notification required under this section. These agencies shall 
cooperate with the commission in enforcing this section. 

SECTION 14.20. REPEALER. Part 3, Article 5.76-2, Insurance Code, is 
repealed effective January I, 1993. 

SECTION 14.21. TRANSITION. (a) The governing committee of the Texas 
workers' compensation insurance facility, as that committee existed on November 
30, 1991. is abolished December I, 1991. In making appointments to the committee 
as created under Section 2.03, Article 5.76-2, Insurance Code, as amended by this 
Act: 

(I) the State Board of Insurance shall appoint: 
(A) two members for terms expiring February I, 1993; 
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and 

and 

and 
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(B) two members for terms expiring February 1, 1995; 

(C) one member for a term expiring February I, 1997; 

(2) the governor shall appoint: 
(A) one member for a term expiring February 1, 1993; 
(B) one member for a term expiring February 1, 1995; 

(C) two members for terms expiring February 1, 1997. 
(b) In making appointments to the board of directors of the Texas Workers' 

Compensation Insurance Fund, the governor shall designate: 
(1) one member for a term expiring February 1, 1993; 
(2) one member for a term expiring each February 1, through 1997. 

SECTION 14.22. INITIAL APPROPRIATION TO THE TEXAS 
WORKERS' COMPENSATION INSURANCE FUND. The comptroller of public 
accounts shall transfer from the State Board of Insurance operating fund to the 
general revenue fund an amount equal to $5 million. The amount transferred is 
appropriated to the Texas Workers' Compensation Insurance Fund. 

SECTION 14.23. INITIAL CONTRACTS BETWEEN THE TEXAS 
WORKERS' COMPENSATION INSURANCE FACILITY AND THE TEXAS 
WORKERS' COMPENSATION COMMISSION. (a) The initial contract between 
the Texas workers' compensation insurance facility and the Texas Workers' 
Compensation Commission required under Subsection (c), Section 2.05, Article 
5.76-2, Insurance Code, as amended by this article, shall be in an amount that is 
at least: 

(I) $40,452 for calendar year 1991; 
(2) $114,357 for calendar year 1992; and 
(3) $114,357 for calendar year 1993. 

(b) The Legislative Budget Board shall review the continuing need for the Texas 
workers' compensation insurance facility's contracts with the Texas Workers' 
Compensation Commission under Subsection (a) of this section and may make 
reasonable adjustments to the amounts established in this section. 

ARTICLE 15. EFFECTIVE DATE; EMERGENCY 
SECTION 15.0 1. EFFECTIVE DATE. 
SECTION 15.02. EMERGENCY. The importance of this legislation and the 

crowded condition of the calendars in both houses create an emergency and an 
imperative public necessity that the constitutional rule requiring bills to be read on 
three several days in each house be suspended, and this rule is hereby suspended, 
and that this Act take effect and be in force according to its terms, and it is so 
enacted. 

Question-Shall the motion to instruct the Conference Committee on H.B. 6 
be adopted? 

(Senator Truan occupied the Chair during discussion of the Motion in Writing on 
H.B. 6) 

(Senator Armbrister in Chair) 
(Senator Ellis in Chair) 

(Senator Armbrister in Chair) 
(Senator Ellis in Chair) 

Question-Shall the motion to instruct the Conference Committee on H.B. 6 
be adopted? 

Senator Parker moved that the Senate stand adjourned until 11 :00 a.m. 
Friday, August 9, 1991. 
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(President in Chair) 

Senator Ellis moved that the Senate stand recessed until II :00 a.m. tomorrow. 

Question recurring on the motion to adjourn until II :00 a.m. Friday, August 
9, 1991, the motion was lost by the following vote: Yeas I, Nays 24. 

Yeas: Parker. 

Nays: Armbrister, Barrientos, Bivins, Brooks, Brown, Carriker, Dickson, Ellis, 
Glasgow, Green, Haley, Harris of Tarrant, Krier, Lucio, Lyon, Moncrief, Ratliff, 
Rosson, Sims, Tejeda, Truan, Turner, Whitmire, Zaffirini. 

Absent: Harris of Dallas, Henderson, Johnson. Leedom, Montford, Sibley. 

On motion of Senator Ellis and by unanimous consent, the motion to recess 
was withdrawn. 

Question recurring on the adoption of the motion to instruct the Conference 
Committee on H.B. 6, the motion was lost by the following vote: Yeas 12, Nays 
16. 

Yeas: Barrientos, Carriker, Dickson, Ellis, Green, Haley, Johnson, Lyon, 
Parker, Rosson. Truan, Whitmire. 

Nays: Annbrister, Bivins, Brooks, Brown, Glasgow, Harris of Tarrant, Krier, 
Lucio, Moncrief, Montford, Ratliff, Sibley, Sims, Tejeda, Turner, Zaffirini. 

Absent: Harris of Dallas, Henderson, Leedom. 

Accordingly, the President announced the appointment of the following 
conferees on the part of the Senate on the bill: Senators Harris of Dallas, Chair; 
Parker, Glasgow, Whitmire, Lucio. 

SENATE CONCURRENT RESOLUTION 20 

Senator Barrientos offered the following resolution: 

WHEREAS, The legislature may pass H.B. 7, Acts of the 72nd Legislature, lsi 
Called Session, 1991, creating a five-member task force to be appointed by the 
governor to study and make recommendations on the possible closure or 
consolidation of facilities of the Texas Department of Mental Health and Mental 
Retardation; and 

WHEREAS, The governor's office will provide staff and funding for the task 
force, and the governor will have 20 days following the recommendations of the task 
force to accept or reject its findings; and 

WHEREAS, The findings ofthe task force are of paramount importance to the 
people ofTexas, the quality and availability of mental health and mental retardation 
services to those who need them, the people who work in the facilities of the 
department, and the communities in which the facilities are located; and 

WHEREAS, The perception of an objective study would be enhanced by the 
appointment by the governor of task force members who are recommended 
independently; now, therefore, be it 

RESOLVED by the 72nd Legislature of the State of Texas, 1st Called Session, 
That the governor is requested by this resolution to appoint task force members 
from a list of qualified individuals submitted to the governor by the lieutenant 
governor and the speaker of the house of representatives. 

The resolution was read. 

On motion of Senator Barrientos and by unanimous Consent, the resolution 
was considered immediately and was adopted by a viva voce vote. 
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MESSAGE FROM THE GOVERNOR 

The following Message from the Governor was read and was filed with the 
Secretary of the Senate: 

Austin, Texas 
August 7, I99I 

PROCLAMATION 
BY THE 

GOVERNOR OF THE STATE OF TEXAS 
4I-2493 

TO ALL TO WHOM THESE PRESENTS SHALL COME: 

TO THE MEMBERS OF THE SENATE AND THE HOUSE OF 
REPRESENTATIVES OF THE SEVENTY-SECOND TEXAS LEGISLATURE 
IN FIRST CALLED SESSION: 

Pursuant to Article III, Section 40, and Article IV, Section 8 of the Texas 
Constitution, I, Ann W. Richards, Governor of Texas, do hereby submit the 
following matter for consideration by the Seventy-second Texas Legislature in its 
First Called Session: 

Legislation providing for bonds and tax incentives for the possible 
location of a significant new aircraft manufacturing facility in Texas. 

The Secretary of State shall take notice of this action and notify the Legislature. 

IN TESTIMONY WHEREOF, I have hereunto signed my name officially and 
caused the seal of the State to be affixed hereto at Austin, this 6th day of August, 
1991. 

/s/Ann W. Richards 
Governor of Texas 

Attest: 

;s;John Hannah, Jr. 
Secretary of State 

SENATE RULE 11.11 SUSPENDED 

On motion of Senator Haley and by unanimous consent, Senate Rule 11.11 
was suspended in order that the Committee on Administration might consider 
S.B. I 00 tomorrow. 

SENATE RULE 11.11 SUSPENDED 

Senator Haley moved to suspend Senate Rule 11.11 in order that the 
Committee on Administration might consider S.C.R. 18 tomorrow. 

The motion to suspend Senate Rule 11.11 was adopted by the following vote: 
Yeas 20, Nays 9. 

Yeas: Armbrister, Barrientos, Brooks, Carriker, Dickson, Ellis, Green, Haley, 
Johnson, Lucio, Lyon, Moncrief, Montford, Parker, Rosson, Tejeda, Truan, 
Turner, Whitmire, Zaffirini. 

Nays: Bivins, Brown, Glasgow .. Harris of Tarrant, Harris of Dallas, Krier, 
Ratliff, Sibley, Sims. 

Absent: Henderson, Leedom. 
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RECESS 

On motion of Senator Brooks, the Senate at 3:05 p.m. took recess until 
5:00 p.m. today. 

AFTER RECESS 

The Senate met at 5:00 p.m. and was called to order by Senator Brooks. 

CONFERENCE COMMITIEE REPORT 
ON HOUSE JOINT RESOLUTION 10 

Senator Green submitted the following Conference Committee Report: 

Austin, Texas 
August 7, 1991 

Honorable Bob Bullock 
President of the Senate 

Honorable Gibson D. "Gib" Lewis 
Speaker of the House of Representatives 

Sir: 

We, your Conference Committee, appointed to adjust the differences between the 
Senate and the House of Representatives on H.J.R. 10 have met and had the same 
under consideration, and beg to report it back with the recommendation that it do 
pass. 

GREEN 
GLASGOW 
HALEY 
ZAFFIRINI 

CAIN 
BLACK 
EDWARDS 
PIERCE 
TAYLOR 

On the part of the Senate On the part of the House 

The Conference Committee Report was read and was filed with the Secretary 
of the Senate. 

RECESS 

On motion of Senator Sibley, the Senate at 5:02 p.m. took recess until 
8:00 a.m. tomorrow. 

EIGHTEENTH DAY 
(Continued) 

(Thursday, August 8, 1991) 

AFTER RECESS 

The Senate met at 8:00 a.m. and was called to order by Senator Zaflirini. 

MESSAGE }'ROM THE HOUSE 

House Chamber 
August 8, 1991 

HONORABLE BOB BULLOCK 
PRESIDENT OF THE SENATE 
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SIR: I am directed by the House to inform the Senate that the House has passed 
the Following: 

H.B. 71, Relating to the apportionment of the state into congressional districts. 

S.C.R. 20, Requesting the governor to appoint a task Force to study and make 
recommendations on the possible closure or consolidation of facilities of the Texas 
Department of Mental Health and Mental Retardation. 

H.B. 19, Relating to the terms served by members of the Agricultural 
Diversification Board, the execution of the Texas Link Deposit Program, the 
amount of Funds that may be placed in the Texas Link Deposit Program, and the 
purposes for which loans made under that program may be used. 

H.B. 22, Relating to the declaration of an LP gas emergency temporarily 
suspending certain transportation requirements. 

H.B. 55, Relating to the State Preservation Board. 

H.B. 72, Relating to the apportionment of the state into State Board of 
Education districts. 

H.B. 81, Relating to terms of the board of directors and debts of the Ector 
County Hospital District. 

H.B. 124, Relating to the disposition of the Morris County Hospital District's 
assets and liabilities on dissolution. 

H.B. 190, Relating to the establishment of a task force to study cost control, 
efficiency, and the operation of state agencies. 

Respectfully submitted, 

BETTY MURRAY, Chief Clerk 
House of Representatives 

HOUSE BILL ON FIRST READING 

The following bill received from the House was read the first time and referred 
to the Committee indicated: 

H.B. 124, To Committee on Administration. 

CONFERENCE COMMITTEE REPORT 
ON SENATE BILL 3 

Senator Montford submitted the following Conference Committee Report: 

Honorable Bob Bullock 
President of the Senate 

HonorabJe Gibson D. ''Gib" Lewis 
Speaker of the House of Representatives 

Sir: 

Austin, Texas 
August 8, 1991 

We, your Conference Committee, appointed to adjust the differences between the 
Senate and the House of Representatives on S.B. 3 have met and had the same 
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under consideration, and beg to report it back with the recommendation that it do 
pass in the form and text hereto attached. 

MONTFORD 
BARRIENTOS 
ELLIS 
On the part of the Senate 

RUDD 
WILLIAMSON 
BLACKWOOD 
On the part of the House 

A BILL TO BE ENTITLED 
AN ACT 

relating to state and local government finances and the cost-effective delivery of 
governmental services, including the administration, management, use, payment, 
expenditure, transfer, receipt, and collection of certain state and local revenue, and 
the authority of certain state agencies to issue bonds and make certain expenditures. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS: 
ARTICLE I 

SECTION 1.01. Section 57(a), Certificate of Title Act (Article 6687-1, 
Vernon's Texas Civil Statutes), is amended to read as follows: 

(a) Each applicant for a Certificate of Title or reissuance thereof shall pay to 
the designated agent (County Tax Assessor-Collector) the sum of Thirteen ['fen] 
Dollars~ [($-ffl)], of which the first Five Dollars ($5) shall be accounted for by 
the County Tax Assessor-Collector and disposed of in the method hereinafter 
provided; and the remaining Eight [fn.e] Dollars~ [($57] shall be forwarded to 
the State Department of Highways and Public Transportation [fm deposit in the 
State llighway Fund], together with the application for a Certificate of Title, within 
twenty-four hours after the same has been received by the County Tax 
Assessor-Collector[, frmn which fees the Dcpar tmcnt shall be entitled and simi! usc 
suffi:cierJt muncy to pay al1 expcristS nccessaiy to efficiently adrJJinistCI and pcrfmm 
the duties set fv1 th huein]. Of the Eight Dollars ($8) forwarded to the Department, 
Five Dollars ($5) shall be deposited in the General Revenue Fund and Three Dollars 
($3) shall be deposited in the State Highway Fund to recover the expenses necessary 
to efficiently administer and perform the duties set forth herein. 

SECTION 1.02. (a) The change in law made by this article applies only to a 
fee imposed on or after the effective date of this article. 

(b) This article takes effect December 1, 1991. 
ARTICLE 2 

SECTION 2.0 1. DEFINITIONS. In this article: 
(I) "Council" means the Interagency Energy Council. 
(2) "Participating agency" means the office of the comptroller of 

public accounts, the General Land Office, the Railroad Commission of Texas, or 
The University of Texas System. 

(3) "Plan" means the comprehensive oil and gas production reporting 
plan required by Section 2.03 of this article. 

SECTION 2.02. INTERAGENCY ENERGY COUNCIL. (a) The 
Interagency Energy Council is established. 

(b) The council consists of the following four members: 
(I) a representative from the office of the comptroller of public 

accounts designated by the comptroller; 
(2) a representative from the General Land Office designated by the 

commissioner; 
(3) a representative from the Railroad Commission of Texas 

designated by the chairman of the commission; and 
(4) a representative from The University of Texas System designated 

by the chief executive officer of the system. 
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SECTION 2.03. COMPREHENSIVE OIL AND GAS PRODUCTION 
REPORTING PLAN. (a) The council shall review each participating agency's 
existing policies and procedures for reporting oil and gas production and shall 
prepare and submit to the governor and the legislature not later than January l, 
1992, a comprehensive oil and gas production reporting plan that: 

(1) establishes a shared data base containing the taxable values, 
royalty payment information, and production variables needed by each 
participating agency to meet its responsibilities; 

(2) develops a unified and efficient audit process for participating 
agencies; and 

(3) simplifies tax reporting and royalty payment compliance, 
enforcement, and co1lcction by providing verified production figures. 

(b) The plan shall include specific recommendations concerning: 
( 1) a single automated) integrated, and comprehensive production 

reporting system for use by all participating agencies to verify reported oil and gas 
production volumes and values, including procedures to search for failures to report 
and for errors in reporting and mechanisms for correcting errors; 

(2) coordinated participating agency audits, including simultaneous 
audits of participating agencies, the usc of interagency audit teams, and the 
coordination of audit results; 

(3) integrated and simplified reporting requirements for oil and gas 
production volumes and values to elicit all data required by each participating 
agency; and 

(4) an integrated system for processing and allocating taxes, fees, 
royalties, and other payments that maximizes interest earned by the state. 

(c) In developing the unified production reporting form required under 
Subdivision (3) of Subsection (b) of this section, the council may consider the March 
I. 1988, recommendations of the interagency energy council task force coordinating 
committee. 

SECTION 2.04. AGENCY SUPPORT. The participating agencies shall 
provide staff to perform research and analyses needed for preparing the plan and 
shall submit the results to the council in ample time for the preparation of the 
preliminary and final plans and the timely submission of the final plan to the 
governor and the legislature. 

SECTION 2.05. AGENCY COMMENT AND APPROVAL. (a) Not later 
than December I, 1991, the council shall submit for comment a preliminary plan 
to the chief executive officer of each participating agency. 

(b) Not later than January 1, 1992, the council shall complete and the chief 
executive officer of each participating agency shaH approve a final plan. The chief 
executive officer of a participating agency who objCcts to a provision of the final plan 
may prepare comments to be submitted with the plan. 

SECTION 2.06. COSTS. The costs of adopting and implementing a plan 
under this article shall be paid by funds appropriated for that purpose. 

SECTI0:-1 2.07. TRANSFER OF AUTHORITY TO COMPTROLLER. (a) 
If the council does not submit a plan to the legislature by January I, 1992, the 
powers and duties of the council under this article are transferred to the comptroller 
as of that date and this section becomes effective. 

(b) Not later than March I, 1992, the comptroller shall submit for comment 
a preliminary plan to the chief executive officer of each of the other participating 
agencies. 

(c) At least 30 days before adopting a revision to the plan, the comptroller shall 
submit the proposed change to each of the other participating agencies. 

(d) Not later than August I, 1992, the comptroller shall adopt a final plan. Each 
participating agency shall implement the final plan not later than September I, 
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1992, and shall implement any changes made by the comptroller to the plan as early 
as practicable. 

(e) The comptroller may revise the plan as the comptroller considers 
appropriate. 

ARTICLE 3 
SECTION 3.0 I. Section 403.0 16, Government Code, as amended by Section 

4, S.B. 1095 and H.B. 1630, Acts of the 72nd Legislature, Regular Session, 1991, 
is amended to read as follows: 

Sec. 403.016. ELECTRONIC FUNDS TRANSFER. (a) Except as provided 
by Subsection (b), the ['fin:] comptroller shall [may] establish and operate an 
electronic funds transfer system and [to} transfer directly into payees' accounts in 
financial institutions only: 

(I) employees' gross state salaries, less deductions specifically 
authorized by state or federal law, or reimbursement for employees' travel and 
subsistence; 

(2) payments to annuitants by the Employees Retirement System of 
Texas or the Teacher Retirement System of Texas under either system's 
administrative jurisdiction; 

(3) recurring payments to governmental entities: and 
( 4) payments to vendors designated by the comptroller. 

(b) An employee. annuitant, or vendor may be paid by warrant drawn by the 
comptroller on the state treasury instead of by electronic funds transfer if: 

(I) the employee holds a classified position under the state's position 
classification plan, the position is classified below salary group 8 under the 
classification salary schedule prescribed by the General Appropriations Act. and the 
employee makes a written request for payment by warrant; or 

(2) the employee, annuitant. or vendor shows that he or she cannot 
establish a qualifying account for electronic funds transfer. 

{f2 The comptroller may also establish and operate an electronic funds 
transfer system to transfer directly any portion of employees' gross state salaries into 
employees' accounts in a money market mutual fund established in the Texas 
Treasury Safekeeping Trust Company. 

[(c) An authorized payee mast request in Wiitiug to participate in the system.] 
(d) A single ~transfer may contain payments to multiple payees. Individual 

warrants are not required for each payee. The comptroller shall establish procedures 
for administering the system and may use the services of financial institutions, 
automated clearinghouses, and the federal government. 

(c) When a law requires the comptrol1cr to make a payment by warrant, the 
comptroller may instead make the payment through an electronic funds transfer 
system. The use of an electronic funds transfer system or any other payment means 
does not create a right that would not have been created if a state warrant had been 
used. 

(Q Notwithstanding the provisions of this section. the comptroller may make 
a payment by warrant. where the use of electronic funds transfer is impractical or 
where the cost of using electronic funds tranfer would exceed use of the warrant. 

SECTION 3.02. Subchapter B, Chapter 403, Government Code, is amended 
by adding Section 403.0165 to read as follows: 

Sec. 403.0165. PAYROLL DEDUCTION FOR STATE EMPLOYEE 
ORGANIZATION. (a) An employee of a state agency may authorize in writing a 
transfer each pay period from the employee's salary or wage payment for a 
membership fee in an eligible state employee organization. The written 
authorization shall remain in effect until an employee, in writing. authorizes a 
change in the authorization. 
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(b) The comptroller by rule shall establish an annual transfer authorization 
period and shall promulgate rules for transfers by employees to a certified eligible 
state employee organization. 

(c) Participation by employees of state agencies in the payroll deduction 
program authorized by this section is voluntary. 

(d) To be certified by the comptroller, a state employee organization must have 
a current dues structure for state employees in place and operating in this state for 
a period of at least 18 months. 

(e) Any organization requesting certification shaH demonstrate that the fee 
structure proposed from state employees is equal to an average of not less than 
one-half of the fees for that organization nationwide. 

(Q An organization not previously certified may submit an application for 
certification as an eligible state employee organization to the comptro11er within 90 
days prior to the beginning of the fiscal year. 

(g) The comptroller may approve an application under Subsection (0 if a state 
employee organization demonstrates to the satisfaction of the comptroller that it 
qualifies as an eligible state employee organization by providing the documentation 
required by this section and applicable rules adopted by the comptroller. 

(h) The comptroller shall charge an administrative fee to cover the costs 
incurred as a resuJt of administering this section. Administrative fees shall be paid 
by each qualifying state employee organization on a pro rata basis to be detennined 
by the comptroller. The comptroller by rule shall determine the most efficient and 
effective method of collecting such administrative fees. The comptroller shall adopt 
rules for the administration of this section. 

(i) The comptroller shall allocate the administrative fees on a proportional basis 
to each employing state agency that incurs costs in administering this subsection. 

(j) The administrative fees withheld by the comptroller under this section are 
appropriated to the comptroller and the employing state agencies. 

(k) Any state employee organization that has a membership of at least 4,000 
state employee members on April I, 1991, shall be certified by the comptroller as 
an eligible state employee organization. Such an organization may not be required 
to meet any other eligibility requirements as set out in this section for certification, 
including requirements in the definition of eligible state employee organization 
under Subsection (1). 

(I) In this section: 
( i) .. Eligible state employee organization" means a state employee 

organization with a membership of at least 4,000 state employees continuously for 
the 18 months preceding a request for certification from the comptroller that 
conducts activities on a statewide basis and that the comptroller has certified under 
this article. 

(2) "State agency" means a department, commission, board, office, or 
any other state entity of state government. 

SECTION 3.03. Section I, Article 6826, Revised Statutes, as amended by 
Section 38, S.B. 1095, Acts of the 72nd Legislature, Regular Session, 1991, is 
amended to read as follows: 

Sec. I. Except as provided by Section 2 of this article, the annual salaries 
provided for in this title shall be paid monthly through the[: 

{(1) 011 wan ants drawn by the comptwliCJ on the trcasutcr, 01 

[(2) oia an] electronic funds transfer system established under [m 
accmdaacc with] Section 403.016, Government Code, unless paid on warrants as 
permitted under that section. 

SECTION 3.04. This article takes effect January 1, 1992. 
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ARTICLE 4 
SECTION 4.01. Sections 404.095(a), (b), and (c), Government Code, are 

amended to read as follows: 
(a) This section applies only to a state agency that during the preceding state 

fiscal year collected or received more than $50 [$100] million in fees, fines, 
penalties, taxes, charges, gifts, grants, donations, and other funds, excluding federal 
grants and interest and dividend income. 

(b) If during the preceding state fiscal year a person paid a state agency a total 
of $500,000 [$2 milliou] or more in a category of payments and the agency 
reasonably anticipates that during the current state fiscal year the person will pay 
the agency $500,000 [$2 milliou] or more in a category of payments, the state 
agency shall require the person to transfer payment amounts of $25,000 or more 
due to the agency in that category, on or before the date the payment is due, by one 
or more ofthe means of electronic funds transfer approved by the treasurer. For the 
purposes of this section, each of the following is a separate category of payments to 
a state agency: 

(I) fees; 
(2) fines; 
(3) civil penalties; 
(4) taxes, with each type of tax specified by the treasurer being 

considered a separate category; and 
(5) other payments to the state agency, excluding extraordinary 

payments such as gifts, grants, donations, interest and dividend income, and 
onetime surcharges. 

(c) A state agency by rule may require a person other than a person subject to 
Subsection (b) to transfer payment amounts of$10,000 or more due in a category 
.of payments to the agency on or before the date the payment is due by electronic 
funds transfer if the person paid the agency a total of$250,000 [$See,eee] or more 
in that category of payments. 

SECTION 4.02. Subchapter F, Chapter 404, Government Code, is amended 
by adding Section 404.096 to read as follows: 

Sec. 404.096. RAPID DEPOSITS, TRANSACTIONS, AND TRANSFERS 
REQUIRED. According to a schedule established by the treasurer, the treasurer 
shall conduct a study of each state agency that collects or receives $50 million or 
more a year from all sources or processes 100,000 or more transactions a year of 
any kind to determine whether implementing a program for the rapid 
administration of deposits or transactions by the agency or for the rapid transfer of 
revenue or information to or from the state agency would result in a net savings of 
state revenue. If the treasurer determines that the implementation of a program for 
the rapid administration of deposits or transactions or for the rapid transfer of 
revenue or information to or from the state agency would result in a net savings of 
state revenue. the treasurer may require the agency to implement a program for that 
rapid administration or transfer that meets the specifications of the treasurer. 

SECTION 4.03. Section 111.053, Tax Code, is amended to read as follows: 
Sec. II 1.053. FlUNG DATES: WEEKENDS AND HOLIDAYS.{!!) If the 

date on which a report or payment of any state tax is due falls on a Saturday, 
Sunday, or legal holiday included on the list published for the year under Subsection 
(Q), the next day that is not a Saturday, Sunday, or legal holiday included on that 
list becomes the due date. 
- (b) Before January 1 of each year, the treasurer shall publish in the Texas 
Register and distribute to each state agency that receives reports or payments of any 
taxes a list of the legal holidays for banking purposes for that year. The treasurer 
may not include on the list a holiday on which the treasurer detennines that most 
financial institutions will be conducting ordinary business. 
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(c) An agency that collects a tax for which a due date for a report or payment 
falls on a legal holiday not included on the list published under Subsection (b) shall 
ensure that a taxpayer may make a report or payment on that date. The agency may 
enter into an agreement with the treasurer or the comptroller for the receipt of 
reports or payments on that date. 

SECTION 4.04. (a) Sections 4.0 I and 4.02 of this article take effect September 
1, 1991, but only if any portion of this Act may take effect in accordance with law 
before the 90th day after the adjournment of the session of the legislature in which 
this Act is enacted; otherwise, this article takes effect on the first day of the first 
month that begins at least 90 days after the adjournment of that session of the 
legislature. 

(b) Section 4.03 of this article takes effect December I, 1991. 
ARTICLE 5 

SECTION 5.0 I. Subchapter B, Chapter 402, Government Code, is amended 
by adding Sections 402.0211 and 402.0212 to read as follows: 

Sec. 402.0211. PROVISION OF LEGAL SERVICES-IN-HOUSE 
AGENCY COUNSEL. (a) Except as provided in this section, the attorney general 
shall provide all legal services for each agency in the executive department of the 
state government for which the attorney general determines those legal services are 
appropriate and for which the attorney general has not approved the employment 
or retention of other attorneys under this section or Section 402.0212. 

(b) The legislature may appropriate revenue to the attorney general to provide 
legal services to an agency under this section or may appropriate revenue to an 
agency from which the agency may reimburse the attorney general for the costs of 
providing legal services under this section. The attorney general shall adopt a 
schedule of the costs of providing legal services to agencies under this section. If the 
legislature appropriates revenue to an agency for the reimbursement of the attorney 
general's costs of providing legal services to the agency. the attorney general shall 
adopt a billing system as necessary to administer the reimbursement. 

(c) An agency covered by Subsection {a) may employ or retain attorneys other 
than the attorney general to provide legal services for the agency only to the extent 
that: 

(1) funds are specifically appropriated for that purpose; or 
(2) the employment or retention is authorized by the attorney general 

under Subsection (d). 
{d) The attorney general may authorize a state agency covered by this section 

to employ or retain an attorney to provide legal services to represent the agency in 
instances where the attorney general determines such representation to be 
appropriate. 

(e) This section does not apply to: 
(1) the governor's office; 
(2) an institution of higher education. as defined by Section 61.003, 

Education Code; 
{3) an agency expressly authorized by the General Appropriations Act 

or other statute to hire or select legal counsel; 
(4) an agency governed by one or more elected officials: 
{5) an agency with a director appointed by the governor; 
(6) the Central Education Agency; 
(7) the Department of Public Safety; 
(8) the Employees Retirement System of Texas or the Teacher 

Retirement System of Texas; 
(9) the Parks and Wildlife Department; 
(10) the State Board of Insurance; 
( 11) the State Highway and Public Transportation Commission or the 

State Department of Highways and Public Transportation; 
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(12) the Texas Department of Criminal Justice; 
(13) the Texas Employment Commission; 
(14) the Texas Higher Education Coordinating Board; 
( 15) the Texas Natural Resource Conservation Commission; 
(16) the Texas Workers' Compensation Commission; or 
( 17) the Texas Youth Commission. 
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(0 For purposes of this section, the functions of a hearing examiner, 
administrative law judge, or other quasi-judicial officer are not considered legal 
services. 

(g) The attorney general shall adopt a plan for the implementation of this 
section before January 1, 1992. The attorney general shall comply with this section 
before September I, 1992. This subsection expires January I, 1993. 

Sec. 402.0212. PROVISION OF LEGAL SERVICES-OUTSIDE 
COUNSEL. (a) Except as authorized by other law, a contract for legal services 
between an attorney, other than a full-time employee of the agency, and a state 
agency in the executive department, other than an agency established by the Texas 
Constitution, must be approved by the attorney general to be valid. The attorney 
general shall provide legal services for a state agency for which the attorney general 
determines those legal services are appropriate and for which the attorney general 
denies approval for a contract for those services under this subsection. 

(b) For purposes of this section, the functions of a hearing examiner, 
administrative law judge, or other quasi-judicial officer are not consider legal 
services. 

ARTICLE 6 
SECTION 6.0 1. Title 11 OA, Revised Statutes, is amended by adding Article 

6252-5e to read as follows: 
Art. 6252-5e. COLLECTION OF DELINQUENT OBLIGATIONS TO 

STATE 
-sOc. 1. DEFINITIONS. In this article: 

(I) "Obligation" includes a debt. judgment, claim. account, fee, fine, 
tax, penalty, interest, loan, charge, or grant. 

(2) "State agency" means any agency, board. commission, institution, 
or other unit of state government. 

Sec. 2. COLLECTION PROCESS TO BE ESTABLISHED. (a) The attorney 
general shall adopt uniform guidelines relating to the process by which state agencies 
collect delinquent obligations owed to the agencies. Each state agency that collects 
delinquent obligations owed to the agency bv rule shall establish procedures for the 
collection of those delinquent obligations and shall establish a reasonable period for 
that collection. The rules must conform to the guidelines established by the attorney 
general. Until a state agency adopts rules as required by this subsection, the attorney 
general by rule may establish the collection procedures for the agency, including the 
period for collecting a delinquent obligation. Not later than the 30th day after the 
date a state agency determines that normal agency collection procedures for an 
obligation owed to the agency have failed. the agency shall report the uncollected 
and delinquent obligation to the attorney general for further collection efforts. 

(b) The attorney general may develop specific reporting procedures for each 
state agency and may adopt rules relating to the reports. including rules specifying 
when an agencv must report and what information must be included in the rcpon. 

(c) The attorney general shall adopt the guidelines required by Subsection (a) 
of this section before June I, 1992. Each state agency shall adopt the initial rules 
for a collection process under Subsection (a) of this section before September I, 
1992. Before September I, 1992, the attornev general may not establish collection 
procedures for an agency that does not adopt its own procedures. This subsection 
expires January I. 1993. 
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Sec. 3. RECOVERY OF ATTORNEY'S FEES AND OTHER COSTS. In 
any proceeding under this article or any other law authorizing or requiring the 
attorney general to collect a delinquent obligation. or in any other proceeding by 
which the state seeks to collect or recover a delinquent obligation or damages. the 
attorney general may charge. seek, recover, and collect reasonable attorney's fees, 
investigative costs, and court costs incurred on behalf of the state in the proceeding 
in the same manner as provided by general law for a private litigant. 

Sec. 4. COLLECTION OR APPROVAL BY ATTORNEY GENERAL. A 
state agency. before contracting with, retaining, or employing any person other than 
a full-time employee of the agency for collection of any obligation. shall request the 
attorney general to collect the obligation. If the attorney general cannot do so. the 
attorney general may authorize the requesting state agency to employ. retain. or 
contract with a person other than a full-time employee of the agency to collect the 
obligation. 

Sec. 5. RETENTION OF COLLECTION FEE. An obligation reported to 
the attorney general under this article is subject to a collection fee for the use and 
benefit of the attorney general as provided bv legislative appropriation. The attomev 
general may collect the fee by retaining the amount of the fee from the amount of 
the obligation collected. The attorney general shall deposit the collection fees 
received or retained to the credit of the general revenue fund. However. no such fee 
may be retained from amounts collected for the Unemployment Compensation 
Fund established pursuant to Section 9, Texas Unemployment Compensation Act 
(Article 522lb-7, Vernon's Texas Civil Statutes). 

SECTION 6.02. Section 402.022, Government Code, is repealed. 
SECTION 6.03. A county or district attorney representing the state in the 

collection of an obligation owed to the state on the effective date of this article shall, 
at the direction of the attorney general, continue the representation or transfer 
representation to the attorney general. 

SECTION 6.04. This article takes effect September I, 1991, but only if any 
portion of this Act may take effect in accordance with law before the 90th day after 
the adjournment of the session of the legislature in which this Act is enacted; 
otherwise, this article takes effect on the first day of the first month that begins at 
least 90 days after the adjournment of that session of the legislature. 

ARTICLE 7 
SECTION 7.01. Section 9c(a), Texas Unemployment Compensation Act 

(Article 522Ib-7c, Vernon's Texas Civil Statutes), is amended to read as follows: 
(a) The Advance Interest Trust Fund is established. The fund is a trust fund 

in the custody of the State Treasurer and may be used without appropriation by the 
Governor for the purpose of paying interest incurred on advances from the federal 
Unemployment Trust Fund, incurred on any bonds issued to reduce or avoid 
federal advances to the unemployment compensation fund, and to repay temporary 
transfers of surplus cash which may be made between this fund and other funds. 

unetiiploy IlieJtt conipcnsation 
fuad, the Govcmm shall t1ansfu all or pail of the smplus to tire unemployment 
compcnsatioil fund fm the payment ofbcnefJts.] If the Governor, upon the advice 
of the Commission, determines that funds in the unemployment compensation 



THURSDAY, AUGUST 8, 1991 603 

fund will be depleted at the time payment on an advance from the federal 
Unemployment Trust Fund is due, and that depletion of the funds will cause the 
loss of some portion of the credit received by employers against their federal 
unemployment tax rate, or if the Governor determines that payment of interest on 
a federal loan can be avoided by keeping the balance of the unemployment 
compensation fund positive, the Governor may authorize the Commission to 
transfer money from the Advance Interest Trust Fund to the unemployment 
compensation fund. 

ARTICLE 8 
SECTION 8.01. Chapter 751, Government Code, as added by S.B. 448, 

Chapter 38, Acts of the 72nd Legislature, Regular Session, 1991, is amended to read 
as follows: 

CHAPTER 751. OFFICE OF STATE-FEDERAL RELATIONS 
SUBCHAPTER A. GENERAL PROVISIONS 

Sec. 751.001. DEFINITIONS. In this chapter: 
(I) "Board" means the Office of State-Federal Relations Advisory 

Policy Board. 
ill "Director" means the director of the Office of State-Federal 

Relations. 
Q1 [(Zj] "Office" means the Office of State-Federal Relations. 
(4) "State agency" means a state board. commission. department, 

institution. or officer having statewide jurisdiction. including a state college or 
university. 

Sec. 751.002. OFFICE OF STATE-FEDERAL RELATIONS. The Office of 
State-Federal Relations is an agency of the state and ooerates within the executive 
department. 

Sec. 751.003. SUNSET ACT APPLICABILITY. The office is subject to 
Chapter 325 (Texas Sunset Act). Unless continued in existence as provided by that 
chapter, the office is abolished and this chapter expires September I, 1995. 

Sec. 751.004. APPOINTMENT AND TERM OF DIRECTOR. (a) The 
governor, with the advice and consent of the senate, shall appoint a director of the 
office. 

(b) The director serves at the pleasure of the governor. 
Sec. 751.005. GENERAL POWERS AND DUTIES OF DIRECTOR. (a) 

The director shall exercise the powers and carry out the duties prescribed by this 
section in order to act as a liaison from the state to the federal government. 

(b) The director shall: 
(I) help coordinate state and federal programs dealing with the same 

subject; 
(2) inform the governor and the legislature of federal programs that 

may be carried out in the state or that affect state programs; 
(3) provide fedeml agencies and the United States Congress with 

information about state policy and state conditions on matters that concern the 
federal government; 

(4) provide the legislature with information useful in measuring the 
effect of federal actions on the state and local programs; and 

(5) prepare (an annual rcpm t of the oflke's opetations and 
1ecommendations] and supply [a copy of the report] to the governor and all 
members of the legislature an annual report that 

(A) describes the office's operations; 
(B) contains the office's priorities and strategies for the 

following year; 
(C) details projects and legislation pursued by the office; 



604 SENATE JOURNAL-FIRST CALLED SESSION 

(D) discusses issues in the following congressional 
session of interest to this state; and 

(E) contains an analysis of federal funds availability and 
formulae. 

(c) The director may maintain office space at locations inside and outside the 
state as chosen by the director. 

Sec. 751.006. STAFF; CAREER LADDER PROGRAM. (a) The director 
may employ staff necessary to carry out the director's powers and duties under this 
chapter. 

(b) The director or the director's designee shall develop an intraagency career 
ladder program that includes the intraagency posting of a11 nonentry level positions 
for at least 10 days before the date of any public posting. 

(c) The director or the director's designee shall develop a system of annual 
performance evaluations based on measurable job tasks and merit pay for staff must 
be based on this system. 

Sec. 751.007. LOBBYIST RESTRICTION. A person required to register as 
a lobbyist under Chapter 305 may not act as general counsel of the office. 

Sec. 751.008. PUBLIC INFORMATION AND COMPLAINTS. (a) The 
director shall: 

( 1) prepare information of public interest describing the director's 
functions and the procedures by which complaints are filed with and resolved by 
the director; 

(2) make the information available to the public and appropriate stale 
agencies: and 

(3) maintain an information file on each complaint filed relating to 
an office activity. 

(b) If a written complaint relating to an office activity is filed with the director, 
the director, at least quarterly and until final disposition of the complaint, shall 
notify the parties to the complaint of the status of the complaint unless the notice 
would jeopardize an undercover investigation. 

Sec. 751.009. CONTRIBUTIONS. (a) The office may accept contributions 
that the office determines will further the objectives of the office. 

(b) A contribution may not be used to pay any part of the compensation of a 
person who is an officer or employee of the office on the date the office receives the 
contribution. 

Sec. 751.010. OFFICE OF STATE-FEDERAL RELATIONS ADVISORY 
POLICY BOARD. (a) The Office of State-Federal Relations Advisory Policy Board 
consists of: 

(I) the governor; 
(2) the lieutenant governor; and 
(3) the speaker of the house of representatives. 

(b) A member of the board may designate a person to perform the member's 
duties on the board. 

(c) The board, by majority vote, shall select a chairman of the board. 
(d) A majority of the members of the board constitutes a quorum to transact 

business. 
(e) The board shall meet before the beginning of each congressional session and 

at the call of the chairman. 
Sec. 751.011. BOARD DUTIES. The board shall review the office's priorities 

and stmtegies set forth in the annual report and deliver to the director any suggested 
modifications. 

Sec. 751.012. INTERAGENCY CONTRACTS. The office may enter into 
interagency contracts with other state agencies to locate staff of the other state 
agency in Washington. D.C.. to work under the office's supervision. 
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[Sections 751.013-751.020 reserved for expansion) 
SUBCHAPTER B. FEDERAL FUNDS MANAGEMENT 

Sec. 751.021. DEFlNITIONS. In this subchapter: 
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(I) "Earned federal funds" means funds that are received or earned 
in connection with a federally funded program but that are not required by the 
governing agreement to be disbursed on that program. The term includes indirect 
cost receipts and interest earned on advances of federal funds. 

(2) "Federal funds" means all assistance provided or potentially 
available to state agencies from the federal government in the form of grants, 
contracts. loans, loan guarantees, property. cooperative agreements, interest 
subsidies. insurance, direct appropriations. or any other method of disbursement. 

(3) "Indirect costs" means costs, as defined by Federal Management 
Circular A-87 or subsequent revisions of that circular, that are incurred by state 
agencies in support of federally funded programs and that are eligible for 
reimbursement from the federal government. 

(4) .. Local governmental entity" means a county, municipality, 
special purpose district. including a school district, or any other political subdivision 
of this state. 

(5) "State funds" means all assistance provided or potentially 
available to state agencies from the state government in the form of grants, 
contracts, loans, loan guarantees, property, cooperative agreements, interest 
subsidies, insurance, direct appropriations, or any other method of disbursement. 

Sec. 751.022. POWERS AND DUTIES. (a) The office has primary 
responsibility for monitoring, coordinating, and reporting on the state's efforts to 
ensure receipt of an equitable share of federal funds. 

(b) The office shall: 
(1) serve as the state's clearinghouse for information on federal and 

state funds; 
(2) prepare reports on federal funds and earned federal funds; 
(3) monitor the federal register, the Texas Register, and other federal 

or state publications to identify federal and state funding opportunities, with special 
emphasis on discretionary grants or other funding opportunities that the state is not 
pursuingi 

(4) develop procedures to formally notify appropriate state and local 
agencies of the availability of federal funds and coordinate the application process; 

(5) periodically review the funding strategies and methods of those 
states that rank significantly above the national average in the per capita receipt of 
federal funds to determine whether those strategies and methods could be 
successfully employed by this state; 

(6) analyze proposed and pending federal and state legislation to 
determine whether the legislation would have a significant negative effect on the 
state's ability to receive an equitable share of federal funds; 

(7) make recommendations for coordination between state agencies 
and local governmental entities and between state agencies; and 

(8) adopt rules, under the rulemaking procedures of the 
Administrative Procedure and Texas Register Act (Article 6252-13a, Vernon's 
Texas Civil Statutes), as necessary to carry out the responsibilities assigned by this 
subchapter. 

(c) The office shall annually prepare a comprehensive report to the legislature 
on the effectiveness of the state's efforts to ensure receipt of an equitable share of 
federal funds for the preceding federal fiscal year. The report must include: 

( 1) an executive summary that provides an overview of the major 
findings and recommendations included in the report; 
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(2) a comparative analysis of the state's receipt of federal funds relative 
to other states, prepared using the best available sources of data; 

(3) an analysis of federal funding trends that may have a significant 
effect on resources available to the state; 

(4) a description of any instances in which the state or a state agency 
has not pursued available opportunities to receive federal funds or earned federal 
funds and the reason for the failure to pursue the opportunity; and 

{5) recommendations. developed in consultation with the Legislative 
Budget Board, the Governor's Office of Budget and Planning, and the comptroller, 
for any state legislative or administrative action necessary to increase the state's 
receipt offederal funds, enhance the recovery of indirect costs, or otherwise improve 
the state's management of federal funds or earned federal funds. 

(d) Each state agency shall designate an employee on the management or senior 
staff level to serve as the agency's federal funds coordinator. An agency may not 
create a staff position for a federal funds coordinator. The coordinator's duties are 
additional duties of an employee of the agency. Each federal funds coordinator shall: 

(1) oversee and coordinate the agency's efforts in acquiring federal 

(2) send the office a quarterly report listing the grants for which the 
agency has applied and listing the catalogue of federal domestic assistance number 
and giving a short description of the grant; and 

(3) notify the office of the award or denial of a federal grant to the 
agency. 

(e) Each state agency or institution shall file an annual report with the office 
concerning the agency's efforts in acquiring available federal funds during the 
preceding state fiscal year. The office shall establish guidelines for information 
included in the annual report required by this section. The office shall evaluate the 
effectiveness of each agency in acquiring federal funds and shall report to the 
governor and the Legislative Budget Board. 

(0 If the governor or Legislative Budget Board, after reviewing the reports 
under Subdivision (e). determines that any agency's efforts were unsatisfactory, 
either entity may. without a finding of an existing emergency, take action under 
Chapter 317 to affect the agency's appropriation. 

[Sections 751.023-751.040 reserved for expansion] 
SUBCHAPTER C. GRANT ASSISTANCE 

Sec. 751.041. GRANT WRITING TEAM. (a) The director shall establish a 
state grant writing team in the office. The principal office of the team must be 
located in Austin. Texas. The director mav provide for the team to maintain an 
office in the District of Columbia. 

(b) The grant writing team shall: 
(I) develop a plan for increased access by the state to available federal 

funds; and 
(2) coordinate with other state agencies to develop a plan for the use 

of federal grant funds. 
Sec. 751.042. GRANT lNFORMA TION. The office may: 

(I) establish a clearinghouse of information relating to the availability 
of state, federal, and private grants; 

(2) establish an automated information system data base for grant 
information and make it available for use by state agencies and political 
subdivisions; 

(3) provide counseling to state agencies, political subdivisions of the 
state, nonprofit charitable institutions, educational institutions, and residents of the 
state relating to the availability and means of obtaining state, federal, and private 
grants; 
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W, Chapter 481, Government Code, is repealed. 
SECTION 8.03. (a) As soon as practicable after the effective date of this article, 

the Texas Department of Commerce shall transfer to the Office of State-Federal 
Relations all records in the department's possession that relate to the administration 
of Subchapter W, Chapter 481, Government Code (repealed by this article). 

(b) On the effective date of this article, the Office of State-Federal Relations 
assumes the outstanding obligations of the Texas Department of Commerce with 
respect to any existing contracts entered into by the department before the effective 
date of this article under Subchapter W, Chapter 481, Government Code (repealed 
by this article). 

ARTICLE 9 
SECTION 9.01. Section 6, Texas Internal Auditing Act (Article 6252-5d, 

Vernon's Texas Civil Statutes), is amended to read as follows: 
Sec. 6. DUTIES OF INTERNAL AUDITOR. The internal auditor shall: 

(1) report directly to the agency's governing board or commission with 
access to the agency administrator; 

(2) develop an annual audit plan, which shall be approved by the 
governing board of the agency or its designee, or by the administrator of an agency 
without a governing board; 

(3) conduct audits as specified in the audit plan with documented 
deviations; 

(4) prepare audit reports, which shall be reviewed by the agency 
administrator and the agency's governing board or commission; 

(5) conduct quality assurance reviews in accordance with professional 
standards and periodically take part in a comprehensive external peer review; [and] 

(6) he free of all operational and management responsibilities that 
would impair the ability to make independent reviews of all aspects of the agency's 
operations; and 

(7) conduct economy and efficiency audits and program results audits 
as directed by the governing board or commission. 

SECTION 9.02. The Texas Internal Auditing Act (Article 6252-5d, Vernon's 
Texas Civil Statutes) is amended by adding Section 6A to read as follows: 

Sec. 6A. ANNUAL REPORTS. (a) In addition to the duties prescribed by 
Section 6 of this Act, the internal auditor shall, before November I of each year. 
prepare an annual report and submit the report to the governor, the Legislative 
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Budget Board. the Sunset Commission, the state auditor, the agency's governing 
board, and the agency administrator. 

(b) The report must contain: 
(!)a copy of the annual audit plan; 
(2) a list of audits completed; 
(3) an explanation of any deviation from the approved annual audit 

(4) a narrative description of the most significant findings and 
recommendations for each audit; 

(5) a narrative description of the management actions taken in 
response to the audit findings and recommendations; 

(6) a table listing the auditor's audit recommendations and the 
five-year fiscal impact for each audit recommendation; 

(7) a table of the audit recommendations from the previous fiscal 
year's report and an explanation of the status of each recommendation; and 

(8) a statement of the last date on which an external peer review of 
the agency's internal audit program was conducted. 

(c) Each recommendation must show whether: 
{I) the recommendation has been implemented; 
(2) the recommendation is in the process of implementation; 
(3) action on implementation of the recommendation has been 

delayed; or 
(4) the agency does not intend to take action on the recommendation. 

(d) Findings in key areas that are difficult to quantify, including weaknesses in 
management controls or quality of services, shall be highlighted and emphasized in 
the report. 

SECTION 9.03. Section 321.013, Government Code, is amended by adding 
Subsection (j) to read as follows: 

(j) The State Auditor shall, before December I of each year, comprehensively 
analyze each annual report prepared under Section 6A. Texas Internal Auditing Act 
(Article 6252-Sd, Vernon's Texas Civil Statutes). and publish a summary of the 
State Auditor's findings. The summary must include all major internal audit 
findings, conclusions. and recommendations, and must identify and analyze issues 
that are common to more than one state agency. 

ARTICLE 10 
SECTION 10.0 I. DEFINITIONS. In this article: 

(I) "Board" means the Texas Water Development Board. 
(2) "Master contract" means the master contract between Red Bluff 

District and member districts dated March 8, 1934. 
(3) "Member district" means any one of the seven member districts 

of Red Bluff District, which are: 

One; 

Two; 

Three; 

Two; 

Two; and 

Three. 

(A) Loving County Water Improvement District No. 

(B) Reeves County Water Improvement District No. 

(C) Ward County Water Improvement District No. 

(D) Ward County Irrigation District Number One; 
(E) Ward County Water Improvement District No. 

(F) Pecos County Water Improvement District No. 

(G) Pecos County Water Improvement District No. 
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(4) "Pecos River compact account" means the special account in the 
water assistance fund of the board created under Section 15.702, Water Code. 

(5) "Principal amount" means the amount of $13.8 million. 
representing the amount received by the state by order of the United States Supreme 
Court in the case of Texas v. New Mexico (58 U.S.L.W. 3543) and deposited to 
the credit of the Pecos River compact account. 

(6) "Red Bluff District" means the Red Bluff Water Power Control 
District, a water power control district created under Chapter 76, General Laws, 
Acts of the 43rd Legislature, Regular Session, 1933 (Article 7807d, Vernon's Texas 
Civil Statutes). 

(7) "Distribution date" means the date of the distribution of funds 
held in the Pecos River compact account from the board to Red Bluff District under 
this Act. 

SECTiON 10.02. DiSTRIBUTION OF FUNDS BY BOARD. (a) As soon 
as practicable after the effective date of this article, the board shall transfer one-half 
of the interest earned by the Pecos River compact account on or after March I, 
1990, and before September 1, 1991, to the state treasurer for deposit to the credit 
of the general revenue fund. 

(b) Notwithstanding the provisions of any other law, the board, after making 
the transfer required by Subsection (a) of this section, shall promptly distribute all 
funds, including the principal amount and all accrued interest not transferred under 
Subsection (a), in the Pecos River compact account to Red Bluff District. 

SECTION 10.03. USE OF FUNDS. The funds received by Red BluffDistrict 
under this article, together with any interest earned on the funds, shall be used by 

·Red Bluff District or a member district only for agricultural or irrigation projects, 
including associated water quality improvement projects that affect surface water 
irrigators in the counties of Loving, Ward, Reeves, and Pecos. The projects may 
include the operation of the Red Bluff District or a member district and the 
maintenance of the water supply reservoirs, associated downstream diversion 
facilities, and internal distribution systems of the Red Bluff District or a member 
district. 

SECTION 10.04. DISTRIBUTION OF FUNDS BY RED BLUFF 
DISTRICT. (a) Interest earned on the principal amount shall be allocated: 

(1) one-third to Red Bluff District; and 
(2) two-thirds to member districts, to be allocated among the member 

districts in the same percentages as each member district's pro rata share of water 
under the master contract. 

(b) On receipt of funds from the board under this article, Red Bluff District shall 
promptly distribute interest earned on the principal amount as of the distribution 
date and received by Red Bluff District in accordance with Subsection (a) of this 
section. 

(c) Red Bluff District shall invest the principal amount in accordance with the 
Public Funds Investment Act of 1987 (Article 842a-2, Vernon's Texas Civil 
Statutes). Red Bluff District shall comply with the Public Funds Collateral Act 
(Article 2529d, Vernon's Texas Civil Statutes) to the extent applicable. 

(d) Interest earned on the principal amount after the distribution date shall be 
distributed by Red Bluff District annually in accordance with Subsection (a) of this 
section. 

(e) Red BluffDistrict may not spend any portion of the principal amount unless 
an affirmative vote in favor of the expenditure is received from: 

( 1) the board of directors of Red Bluff District; and 
(2) the boards of directors of at least five of the member districts. 

SECTION 10.05. ANNUAL ACCOUNTING. Red Bluff District shall 
provide an annual accounting of its administration of funds under this article and 
of the amount of interest earned to each member district and the board. 
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SECTION 10.06. REPEALER. Subchapter K, Chapter 15, Water Code, is 
repealed. 

SECTION 10.07. CONFORMING AMENDMENT. Section 15.01I(b), 
Water Code, is amended to read as follows: 

(b) After notice and hearing and subject to any limitations established by the 
General Appropriations Act, the board may transfer money from the fund to the 
loan fund created under Subchapter C of this chapter, the storage acquisition fund 
created under Subchapter E of this chapter, and the research and planning fund 
created under Subchapter F of this chapter{, atJd the Pecos Rivet compact acwunt 
Cleated andct Subchapter K of this chaptu]. 

SECTION 10.08. CONFORMING AMENDMENT. Section 15.012(c), 
Water Code, is amended to read as follows: 

(c) Money appropriated to the fund by the legislature for a specific purpose 
stated in Subchapter C, E, or F[;-or-*] of this chapter shall be placed in the 
appropriate fund [01 account]created by that subchapter. 

SECTION I 0.09. EFFECTIVE DATE. (a) Except as provided by Subsection 
(b) of this section, this article takes effect September I, 1991, but only if any portion 
of this Act may take effect in accordance with law before the 90th day after the 
adjournment of the session of the legislature in which this Act is enacted; otherwise, 
this article takes effect on the first day of the first month that begins at least 90 days 
after the adjournment of that session of the legislature. 

(b) Section 10.06 of this article takes effect January I, 1992. 
ARTICLE II 

SECTION 11.01. Section 403.001, Government Code, is amended to read as 
follows: 

Sec. 403.00 I. DEFINITIONS [DEANI'fiON]. W In any state statute, 
"comptroller" means the comptroller of public accounts of the State of Texas. 

(b) In this chapter: 
(1) "Account" means a subdivision of a fund. 
(2) "Dedicated revenue" means revenue set aside by law for a 

particular purpose or entity. 
(3) "Fund" means a fiscal and accounting entity with a self-balancing 

set of accounts recording cash and other financial resources. 
( 4) "Special fund" means a fund, other than the general revenue fund, 

that is established by law for a particular purpose or entity. 
SECTION 11.02. Section 403.07I(d), Government Code, is amended to read 

as follows: 
(d) A warrant may not be drawn against an appropriation from a special fund 

or account unless the fund or account contains in the state treasury sufficient cash 
to pay the warrant. The comptroller may not release or deliver a warrant unless the 
appropriation against which the warrant is drawn has a balance sufficient to pay the 
warrant. 

SECTION 11.03. Section 403.091, Government Code, as amended by Section 
5, S.B. 1004, Acts of the 72nd Legislature, Regular Session, 1991, is redesignated 
as Section 403.09!5, Government Code, and amended to read as follows: 

Sec. 403.0915 [4eJ.e9I]. DORMANT FUND OR ACCOUNT. At any time 
the comptroller, with the consent and approval of the state treasurer and with 
notification to the state auditor, may transfer to the general revenue fund a balance 
in a dormant fund or account if the source of the fund or account is unknown or 
the purpose for which it was collected is moot. The legislature at any time after the 
transfer may appropriate the balance as a refund if the source and purpose of the 
fund or account become known and active. The comptroller shall report any 
dormant funds or accounts to the Funds Review Advisory Committee. 

SECTION 11.04. Subchapter F, Chapter 403, Government Code, is amended 
by adding Sections 403.094, 403.095, and 403.096 to read as follows: 
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Sec. 403.094. CONSOLIDATION OF FUNDS· ABOLITION OF 
DEDICATIONS. (a) The comptroller, with the concurrence of the treasurer, may 
abolish any fund or account in existence on or before August 31, 1993. The money 
in the abolished funds or accounts shall be merged. combined, or segregated into 
the general revenue fund or other funds as determined by the comptroller under 
Subsection (e). The comptroller may establish accounts in the general revenue fund 
or other funds to identify each source of revenue. 

(b) The comptroller, with the concurrence of the treasurer, may segregate an 
account in a fund and combine the account into any other fund in existence on or 
before August 31, 1993. 

(c) The comptroller may determine the fund and account into which dedicated 
revenues must be deposited. The comptroller may combine two or more funds or 
dedications of revenue in the same fund if separate accounts are maintained to 
properly account for state revenues and expenditures. This subsection applies only 
to revenues dedicated by a law in effect on or before August 31, 1993. 

(d) The comptroller. with the concurrence of the treasurer, shall, to the extent 
possible, merge funds in existence on or before August 31, 1993. into the general 
revenue fund. Funds that cannot be merged into the general revenue fund because 
of constitutional, federal. or other restrictions shall be grouped into separate funds 
that conform to the groupings used in the Texas Annual Cash Report or as necessary 
to conform to generally accepted accounting principles. 

(e) The comptroller may designate or create additional funds as necessary for 
the prudent management of the state's fiscal affairs or as required by the state 
constitution or federal law. The comptroller may combine funds or dedications of 
revenue within a particular fund if accounts are maintained to properly account for 
state revenues and expenditures. 

(Q All outstanding cash, assets. liabilities. receivables, appropriations, and fund 
equity from funds and accounts merged. combined. or segregated by the 
comptroller under Subsections (a) through (c) shall be transferred not later than 
August 31, 1993, to the general revenue fund or other fund designated by the 
comptroller under Subsection (e). 

(g) Notwithstanding the combination, merger, or segregation of any fund or 
account by the comptroller under this section. the same guidelines, restrictions, 
amounts. and limitations apply to appropriations and expenditures made from 
dedicated revenue sources that would apply to appropriations and expenditures 
from separate funds maintained for those dedicated revenues. 

(h) All funds or special accounts in the state treasury in existence on August 
31, 1995, established bv state statute dedicating state revenue for a particular 
purpose or entity are abolished on that date. and all statutory dedications of state 
revenue, other than statutory dedications enacted to comply with state 
constitutional or federal requirements, enacted before that date are null and void 
as of that date. This subsection does not abolish a dedication of revenue that is 
reenacted by the legislature after September 1, 1991, or that is expressly exempted 
or excluded from the application of this subsection. 

(i) The comptroller may merge, consolidate, or segregate as an account within 
another fund group a fund created after January I, 1992, unless expressly provided 
otherwise by the law creating the fund. 

(j) This section does not apply to: 
( 1) funds outside the treasury: 
(2) trust funds, which for purposes of this section include funds that 

may or are required to be used in whole or in part for the acquisition, development, 
construction. or maintenance of state and local government infrastructures, 
recreational facilities, or natural resource conservation facilities; 
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(3) funds created by the constitution or a court: 
(4) funds for which separate accounting is required by federal law; or 
(5) funds for revenue to be expended only be an agency or entity in 

the judicial branch of government. 
Sec. 403.095. USE OF DEDICATED REVENUE. (a) Notwithstanding any 

action taken by the comptroller under Section 403.094, revenue that has been set 
aside by Jaw for a particular purpose or entity is available for that puroose or entity 
to the extent money is appropriated for that purpose or entity. Expenditures made 
in furtherance of the dedicated purpose or entity shall be made from money received 
from the dedicated revenue source to the extent those funds are appropriated. 

(b) Notwithstanding any law dedicating or setting aside revenue for a particular 
purpose or entity, dedicated revenues that. at the end of a biennium, exceed the 
amount appropriated are available for general governmental purvoscs. This 
subsection does not apply to revenues in: 

(t) funds outside the treasury; 
(2) trust funds, which for purposes of this section include funds that 

may or are required to be used in whole or in part for the acquisition. development, 
construction, or maintenance of state and local government infrastructures, 
recreational facilities, or natural resource conservation facilities; 

(3) funds created by the constitution or a court; or 
(4) funds for which separate accounting is required by federal law. 

(c) The availability of revenues for general governmental purposes conferred 
by Subsection (b) expires on the first day of the subsequent biennium. 

Sec. 403.096. FUNDS REVIEW ADVISORY COMMITTEE. (a) The 
Funds Review Advisorv Committee is created. 

(b) The committee is composed of the following members or their designees: 
( l ) the governor; 
(2) the comptroller; 
(3) the state treasurer; 
(4) the state auditor; and 
(5) the director of the Legislative Budget Board. 

(c) On or before November I of each even-numbered year, the committee shall 
submit a comprehensive report on existing special funds, accounts, and dedications 
of revenue to the governor, the legislature, and the director of the Legislative Budget 
Board. The report shall contain recommendations concerning whether to continue 
or eliminate any funds. accounts. or dedications. The report shall also contain 
recommendations concerning the consolidation of funds or accounts. The 
committee shall determine which funds and accounts will be considered in each 
report. In making its recommendations, the committee shall consider: 

(I) whether the fund or account continues to serve the purpose for 
which it was created; 

(2) whether the fund or account has the capacity to satisfy 
expenditures from the fund or account through the revenue deposited into the fund 
or account; 

(3) whether there is a clear link between the benefit sought and charges 
assessed; and 

(4) whether a separate fund or account is justified. 
(d) At least two months before submitting its report, the committee shall 

request comments from agencies whose funds might be affected by the 
recommendations. The agencies shall submit any comments to the committee in 
writing in the time established by the committee. 

(e) The governor's office of budget and planning and the Legislative Budget 
Board shall consider the committee's recommendations in making their budget and 
appropriations recommendations to the legislature. 
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(Q Each agency or office represented on the committee shall provide staff for 
the committee. A staff member remains as an employee of the represented agency 
or office for all purooses. 

(g) State agencies shall provide the committee with any information or 
assistance the committee needs to fulfill its duties. 

(h) The committee may conduct audits, special studies. or inquiries as 
necessary to fulfill its duties. 

ARTICLE 12 
SECTION 12.0 I. Section 403.055, Government Code, is amended to read as 

follows: 
Sec. 403.055. ISSUANCE TO DEBTORS PROHIBITED. @) A warrant 

may not be issued to a person, or to the person's agent or assignee, if the person is 
indebted or owes delinquent taxes to the state, or owes delinquent taxes under a tax 

that the comptroller administers or collects, until the debt or taxes are paid. 
(b) If a person owes delinquent taxes under a tax that the comptroller 

administers or collects. the comptroller may subtract the delinquent amount from 
the total amount due the person from the state. except from amounts due that are 
deemed to be current wages, and issue a warrant for the difference. The delinquent 
person is entitled to written notice of at least 20 days before the date of the offset. 
The notice must conform to the notice requirements under Sections 111.0 18(b)( I) 
through (3), Tax Code. The comptroller may promulgate rules for the 
administration of this section. 

SECTION 12.02. This article takes effect January I, 1992. 
ARTICLE 13 

SECTION 13.01. Section 17.179, Water Code, is amended by adding 
Subsection (d) to read as follows: 

(d) With respect to projects for which financial assistance is made available 
under this chapter, the board shall file semiannually with the bond review board 
established under Chapter I 078, Acts ofthe 70th Legislature, Regular Session, 1987 
(Article 717k-7, Vernon's Texas Civil Statutes), a report on the performance of 
loans made by the board in connection with the projects. The bond review board 
shall review the reports filed by the board under this subsection to assess the 
adequacy of the security for the bonds purchased. The filing dates and the contents 
of the reports must comply with any rules adopted by the bond review board. 

SECTION 13.02. Subchapter F, Chapter 161, Natural Resources Code, is 
amended by adding Section 161.2111 to read as follows: 

Sec. 161.2111. REPORT TO BOND REVIEW BOARD. With respect to 
purchases made under this chapter, the board shall file semiannually with the bond 
review board established under Chapter I 078, Acts of the 70th Legislature, Regular 
Session, 1987 (Article 717k-7, Vernon's Texas Civil Statutes), a report on the 
performance of loans made by the board in connection with the purchases. The 
bond review board shall review the reports filed by the board under this section to 
assess the performance of loans made under this chapter. The filing dates and the 
contents of the reports must comply with any rules adopted by the bond review 
board. 
--S-ECTION 13.03. Section 162.003, Natural Resources Code, is amended by 
adding Subsection (c) to read as follows: 

(e) With respect to loans made under the program. the board shall file 
semiannually with the bond review board established under Chapter I 078, Acts of 
the 70th Legislature, Regular Session, 1987 (Article 717k-7. Vernon's Texas Civil 
Statutes). a report on the performance of the loans. The bond review board shall 
review the reports filed by the board under this subsection to assess the performance 
of loans made under the program. The filing dates and the contents of the reports 
must comply with any rules adopted by the bond review board. 
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SECTION 13.04. Subchapter B, Chapter 21, Parks and Wildlife Code, is 
amended by adding Section 21.1061 to read as follows: 

Sec. 21.1061. REPORT TO BOND REVIEW BOARD. The commission 
shall file with the bond review board established under Chapter 1078, Acts of the 
70th Legislature, Regular Session, 1987 (Article 717k-7, Vernon's Texas Civil 
Statutes), a report on the performance of the interest and sinking fund and the 
development fund. The bond review board shall review the reports filed by the 
commission under this section to assess the performance of the funds in repaying 
bonds issued under this chapter. The filing dates and the contents of the reports 
must comply with any rules adopted by the bond review board. 

SECTION 13.05. Section 52.17, Education Code, is amended by adding 
Subsection (f) to read as follows: 

(Q With respect to loans granted under this chapter, the board shall file 
semiannually with the bond review board established under Chapter 1078, Acts of 
the 70th Legislature, Regular Session, 1987 (Article 717k-7, Vernon's Texas Civil 
Statutes). a report on the performance of the loans and the interest and sinking fund. 
The bond review board shall review the reports filed by the board under this 
subsection to assess the performance ofthe loans under this chapter and the interest 
and sinking fund. The filing dates and the contents of the reports must comply with 
any rules adopted by the bond review board. 

ARTICLE 14 
SECTION 14.01. Section 55.13, Education Code, is amended to read as 

follows: 
Sec. 55.13. AUTHORITY TO ISSUE REVENUE BONDS. (ill For the 

purpose of providing funds to acquire, purchase, construct, improve, enlarge, 
and/or equip any property! buildings, structures, activities, services, operations, or 
other facilities, for and on behalf of its institution or institutions, or any branch or 
branches thereof, each board may issue its revenue bonds from time to time and 
in one or more issue or series, to be payable from and secured by liens on and 
pledges of all or any part of any of the revenues, income, or receipts of the board 
and its institution or institutions, or any branch or branches thereof, including, 
without limitation, any rentals, rates, charges, fees, or other resources, in the 
manner provided by this subchapter. 

(b) With respect to all institutions the Texas Public Finance Authority shall 
exercise the authority of a board to issue revenue bonds on behalf of such institution 
or institutions. or any branch or branches thereof. in the manner provided by this 
subchapter, including the authority to issue refunding bonds under Section 55.19 
of this code. In connection with the issuance of bonds under this chapter. the Texas 
Public Finance Authority has all of the rights and duties granted or assigned to, and 
is subicct to the same conditions as, a board under this chapter. This subsection does 
not apply to The University of Texas System. The Texas A&M University System, 
or a component of those systems to an institution authorized to issue bonds under 
Article VII, Section 17, of the Texas Constitution, or to bonds authorized to be 
issued by any of those systems, components, or institutions. 

SECTION 14.02. Section 55.17l(a), Education Code, is amended to read as 
follows: 

(a) The board of regents of the University of Houston may acquire, purchase, 
construct, improve, enlarge, and equip property, buildings, structures, and facilities 
for the University of Houston at Clear Lake City, and for these purposes may 
request the Texas Public Finance Authority to issue revenue bonds on behalf of the 
Universitv of Houston pursuant to this subchapter. The board may pledge 
irrevocably to the payment ofthese revenue bonds all or any part of the aggregate 
amount of student tuition charges required or authorized by law to be imposed on 
students enrolled at the University of Houston or the University of Houston at Clear 
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Lake City, or both; and the amount of any pledge so made shall never be reduced 
or abrogated while the bonds arc outstanding. However, the tuition charges shall not 
be pledged pursuant to the authority granted by this subsection except to the 
payment ofbonds issued in an aggregate principal amount not to exceed $40 million 
for the purpose of providing funds to acquire, purchase, construct, improve, enlarge, 
and equip property, buildings, structures, and facilities for the University of 
Houston at Clear Lake City. 

SECTION 14.03. Subchapter B, Chapter 55, Education Code, is amended by 
adding Section 55.1712 to read as follows: 

Sec. 55.1712. LAREDO STATE UNIVERSITY. (a) The board of regents of 
The Texas A&M University System may acquire, purchase, construct, improve, 
enlarge. and equip property, buildings. structures. facilities. roads, and related 

infrastructure for Laredo State University. 
(b) The board may finance those items listed under Subsection (a) of this 

section through the issuance of bonds under this subchapter and in accordance with 
its existing system-wide revenue financing program. The board may pledge 

irrevocably to the payment of those bonds all or any part of the aggregate amount 

of student tuition charges required or authorized by law to be imposed on students 

enrolled at Laredo State University. The amount of a pledge made under this 
subsection may not be reduced or abrogated while the bonds for which the pledge 
is made. or bonds issued to refund those bonds. are outstanding. 

(c) Bonds issued under this section may not be issued in an aggregate principal 

amount exceeding $30 million. 
SECTION 14.04. Section 435.041, Government Code, is amended to read as 

follows: 
Sec. 435.041. BORROWING MONEY; ISSUING AND SELLING 

BONDS. (a) The board from time to time may borrow money and may request the 
Texas Public Finance Authority, on behalf of the board, to issue and sell fully 
negotiable bonds to acquire one or more building sites or buildings or to construct, 

remodel, repair, or equip one or more buildings. 
(b) The Texas Public Finance Authority [boani] may sell the bonds in any 

manner it determines to be in the best interest of the board, except that it may not 

sell a bond that has not been approved by the attorney general and registered with 
the comptroller. The Texas Public Finance Authority is subject to all rights, duties. 

and conditions set forth in this subchapter with respect to the issuance of bonds by 

the board, including the issuance of refunding bonds under Section 435.048. 
SECTION 14.05. Section 435.048(a), Government Code, is amended to read 

as follows: 
(a) The board may request the Texas Pub1ic Finance Authority to issue 

refunding bonds to refund any outstanding bonds that the board, or the Texas 
Public Finance Authority on behalf of the board, has lawfully issued, and interest 
on the bonds. The Texas Public Finance Authority [boani] may issue the refunding 
bonds in exchange or substitution for outstanding bonds or may sell the refunding 

bonds and use the proceeds to pay or redeem outstanding bonds. 
SECTION 14.06. Section 465.022, Government Code, as amended by Section 

7, S.B. 543, Acts of the 72nd Legislature, Regular Session, 1991, is amended to read 
as follows: 

Sec. 465.022. BONDS AUTHORIZED.!!!) The commission may issue, sell, 
and deliver general obligation bonds of the state and may issue, sell, and deliver or 

cause any financing corporation to issue, sell, and deliver revenue bonds. The 

proceeds of the bonds may be used to carry out eligible undertakings, to make loans 
to fund or otherwise fund eligible undertakings carried out by others, to pay the cost 

of interest on any bonds for the period specified in the resolution authorizing the 

bonds, to fund required reserves relating to any bonds, and to pay the costs of 
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issuance of any bonds and the administration of the proceeds. The principal amount 
of general obligation bonds authorized by this section may not exceed $500 million 
and the principal amount of revenue bonds authorized by this section, which are 
payable from money appropriated to the commission by the legislature for that 
purpose or which are payable from or secured by rents, instaUment payments, or 
other payments or revenues appropriated from time to time by the legislature for 
the payment of lease, contract, or other obligations of the commission, may not 
exceed $500 million. 

(b) The Texas Public Finance Authority shall exercise the authority of the 
commission to issue bonds under this subchapter. including the issuance of 
refunding bonds. The Texas Public Finance Authority is subject to all rights, duties, 
and conditions set forth in this subchapter with respect to the issuance of bonds by 
the commission. 

SECTION 14.07. Section 21.001, Parks and Wildlife Code, is amended to read 
as follows: 

Sec. 21.001. ISSUANCE OF PARK DEVELOPMENT BONDS. The 
department, by resolution of the commission, from time to time may provide for 
the issuance of negotiable bonds in an aggregate amount not to exceed $75 million 
pursuant to the provisions of Article III, Section 49-e, of the Texas Constitution. 
All bonds provided for under this section shall be issued by the Texas Public Finance 
Authority, acting on behalf of the department. In connection with the issuance of 
such bonds, the Texas Public Finance Authority is subject to all rights, duties, and 
conditions set forth in this chapter with respect to the issuance of bonds by the 
department. 

SECTION 14.08. Sections 4 and 5, Texas Public Finance Authority Act 
(Article 60ld, Vernon's Texas Civil Statutes), are amended to read as follows: 

Sec. 4. COMPOSITION OF GOVERNING BOARD. The authority is 
governed by a board of directors composed of six [tit=] members appointed by the 
governor with the advice and consent of the senate. 

Sec. 5. TERMS. Members of the board are appointed for staggered terms of 
six years with two members' terms [one membu's teun) expiring on February 1 of 
each odd-numbered year. 

SECTION 14.09. The Texas Public Finance Authority Act (Article 60ld, 
Vernon's Texas Civil Statutes) is amended by adding Section 9B to read as follows: 

Sec. 9B. AUTHORITY TO ACT AS ISSUER. (a) With respect to all bonds 
authorized to be issued by the Texas National Guard Armory Board, Texas 
National Research Laboratory Commission, Parks and Wildlife Department, and 
all institutions of higher education authorized to issue bonds under Chapter 55, 
Education Code. the authority has the exclusive authority to act on behalf of those 
entities in issuing bonds on their behalf. In connection with those issuances and with 
the issuance of refunding bonds on behalf of those entities. the authority is subject 
to all rights, duties. and conditions surrounding issuance previously applicable to 
the issuing entity under the statute authorizing the issuance. All references in an 
authorizing statute to the entity on whose behalf the bonds are being issued apply 
equally to the authority in its capacity as issuer on behalf of the entity. 

(b) This section does not apply to The University of Texas System, The Texas 
A&M University System. or a component of those systems, to an institution of 
higher education authorized to issue bonds under Article VII, Section 17, of the 
Texas Constitution, or to bonds authorized to be issued by any of those systems, 
components, or institutions. 

SECTION 14.1 0. Chapter I 078, Acts of the 70th Legislature, Regular Session, 
1987 (Article 717k-7, Vernon's Texas Civil Statutes), is amended by adding Section 
8 to read as follows: 

Sec. 8. LIMITATION ON DEBT PAYABLE FROM GENERAL 
REVENUE FUND. (a) The legislature may not authorize additional state debt if 
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the resulting annual debt service exceeds the limitation imposed by this section. The 
maximum annual debt service in any fiscal year on state debt payable from the 
general revenue fund may not exceed five percent of an amount equal to the average 
of the amount of general revenue fund revenues, excluding revenues 
constitutionally dedicated for purposes other than payment of state debt. for the 
three immediately preceding fiscal years. 

(b) For purposes of this section, "state debt payable from the general revenue 
fund" means general obligation and revenue bonds, including authorized but 
unissued bonds, and lease-purchase agreements in an amount greater than 
$250,000, which bonds or lease purchase agreements are designed to be repaid with 
the general revenues of the state. The term does not include bonds that, although 
backed by the full faith or credit ofthe state, are reasonably expected to be paid from 
other revenue sources and that are not expected to create a general revenue draw. 
Bonds or lease purchase agreements that pledge the full faith and credit of the state 
will be considered to be reasonably expected to be paid from other revenue sources 
if they are designed to receive revenues other than state general revenues sufficient 
to cover their debt service over the life of the bonds or agreement. In the event such 
bonds or agreement, or any portion thereof, subsequently requires usc of the state's 
general revenue for payment, the bonds or agreemenl or such portion thereof. will 
be considered to be a "state debt payable from the general revenue fund" within the 
definition of this section, until one of the following events occurs: 

(I) the bonds or agreement are backed by insurance or other form of 
guarantee that will ensure payment from other than general revenue; or 

(2) the issuer demonstrates to the satisfaction of the bond review 
board that the bonds will no longer require a general revenue draw, and the bond 
review board so certifies to the Legislative Budget Board. 

SECTION 14.11. Each member of the board of the Texas Public Finance 
Authority who is serving on the board on the effective date of this article remains 
a member of the board for the duration of the term for which the person was 
appointed. 

SECTION 14.12. As soon as possible after the effective date of this article, 
the governor shall appoint three additional members to the board of directors of the 
Texas Public Finance Authority, one to a term expiring February I, 1993, one to 
a term expiring February I, 1995, and one to a term expiring February I, 1997. 

SECflON 14.13. This article takes effect January I, 1992. 
ARTICLE 15 

SECTION 15.01. Subchapter G, Chapter 130, Education Code, is amended by 
adding Sections 130. I 26 through 130.130 to read as follows: 

Sec. 130.126. LONG-TERM NOTES. (a) The governing board of a public 
iunior college district or regional college district located in one or more counties 
having a total population of at least I 00,000 according to the last preceding federal 
census may issue notes to pay expenses of asbestos cleanup and removal in the 
district. 
----o;} Notes issued under this section must be secured by a designated portion of 
the issuer's revenues, which may include ad valorem maintenance taxes, and must 
mature not later than the first day of the 15th year after the date on which the notes 
arc issued. 

(c) A note issued under this section is debt under Section 26.012, Tax Code. 
(d) Except as provided by Subsection (b) of this section, the governing board 

of a public junior college district or regional college district must issue the notes in 
the manner provided by the Bond Procedures Act of 1981 (Article 717k-6, Vernon's 
Texas Civil Statutes, as amended). 

Sec. 130.127. REFUNDING NOTES. The governing board of a public 
junior college district or regional college district may issue refunding notes to refund 



618 SENATE JOURNAL-FIRST CALLED SESSION 

notes issued under Section 130.126 of this code in the manner and for the purposes 
provided by Chapter 503, Acts of the 54th Legislature, Regular Session, 1955 
(Article 717k, Vernon's Texas Civil Statutes, as amended). 

Sec. 130.128. SALE OF NOTES. (a) The governing board of a public junior 
college district or regional college district may sell notes or refunding notes issued 
under this subchapter at a public or private sale and at a price that the board 
determines is adequate. 

(b) The governing board of a public junior college district or regional college 
district shaJI deposit proceeds from the sale of notes issued under this subchapter 
in the district's general revenue fund. 

(c) Proceeds from the sale of notes issued under this subchapter may be used 
to pay the costs of issuing, marketing, or distributing the notes. 

Sec. 130.129. INTEREST RATE. Notes and refunding notes issued under 
this subchapter must bear interest at a rate not to exceed the rate provided by 
Chapter 3, Acts of the 61 st Legislature, Regular Session, 1969 (Article 717k-2, 
Vernon's Texas Civil Statutes. as amended). 

Sec. 130.130. NOTES ARE NOT TAX BONDS. Notes and refunding notes 
issued under this subchapter are not tax bonds under Section 130.122 of this code, 
and an election is not required before the governing board of a public junior college 
district or regional college district may issue such notes or refunding notes. 

ARTICLE 16 
SECTION 16.01. Chapter 1078, Acts of the 70th Legislature, Regular Session, 

1987 (Article 717k-7, Vernon's Texas Civil Statutes), is amended by adding Sections 
7 A and 7B to read as follows: 

Sec. 7A. DEBT STATISTICS. (a) Not later than October 31 of each 
even-numbered year. the board shall submit a report to the legislature that contains 
statistical information concerning state bonds and the bonds and other debt 
obligations issued by local governments. 

(b) As to state bonds and the bonds and other debt obligations of local 
governments, the report shall include: 

(I) total debt service as a percentage of total expenditures; 
(2) tax-supported debt service as a percentage of general revenue 

expenditures; 
(3) per capita total debt and per capita tax-supported debt: 
( 4) total debt and tax-supported debt as a percentage of personal 

income; 
(5) total personal income per capita; 
(6) total debt per capita as a percentage of total personal income per 

(7) total debt and tax-supported debt as a percentage of real property 
valuations; 

(8) total debt and tax-supported debt as a percentage of annual 
revenues and expenditures; 

(9) principal required to be repaid in five years and principal required 
to be repaid in I 0 years; 

(I 0) growth rates of total debt per capita and total debt per dollar of 
personal income; 

(II) recent trends in the issuance of short-term notes; 
(12) recent trends in costs of issuance; 
(13) savings from any recent refundings; 
( 14) recent trends in use of capitalized interest; 
( 15) debt service coverage ratios where applicable; and 
(16) other information considered relevant by the board. 
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(c) State agencies and local governments shall in a timely manner provide the 
board with all information reasonably believed by the board to be necessary to 
prepare the board's report to the legislature. 

Sec. 7B. REVIEW OF CAPITAL IMPROVEMENT PLANS. Not later than 
December 31 of each even-numbered year, the board shall review and make 
recommendations to the legislature on the six-year strategic capital improvement 
plan submitted to the board under Article 6252-32, Revised Statutes. The board 
shall make recommendations on the structure and timing of the debt financing of 
each capital improvement included in the plan. 

SECTION 16.02. Title II OA, Revised Statutes, is amended by adding Article 
6252-32 to read as follows: 

Art. 6252-32. CAPITAL IMPROVEMENT PLANS 
Sec. I. DEFINITIONS. In this article: 

(I) "Appropriated funds" means funds appropriated by the General 
Appropriations Act. 

(2) "Board" means the Legislative Budget Board. 
(3) ''Capital improvement" means any building or infrastructure 

proiect that wiH be owned by the state and built with direct appropriations or with 
the proceeds of state-issued bonds designed to be repaid with the general revenues 
of the state. The term does not include a building or project financed with bonds 
that, although backed by the full faith and credit of the state, are reasonably 
expected to be paid from other revenue sources and that are not expected to create 
a general revenue draw. 

(4) "State agency" means a governmental entitv that expends 
appropriated funds. 

Sec. 2. ADOPTION AND SUBMISSION OF PLAN. (a) Not later than 
October 31 of each even-numbered year, the governor and the board shall jointly 
adopt a six-year strategic capital improvement plan. 

(b) The governor shall submit the plan to: 
(I) the bond review board for review under Section 7B, Chapter 1078, 

Acts of the 70th Legislature, Regular Session, 1987 (Article 717k-7, Vernon's Texas 
Civil Statutes); and 

(2) the legislature. 
Sec. 3. CONTENTS OF PLAN. (a) Each six-year strategic capital 

improvement plan must include: 
( l) a description of the capital improvement needs of state agencies 

during the six-year period; 
(2) a prioritization. if appropriate. of the capital improvement needs 

of state agencies during the six-year period; 
(3) an estimate as to how the capital improvement needs may be 

financed during the six-year period; 
(4) recommended debt limits for the six-vear period; and 
{5) estimates of operating budget impacts of capital improvements. 

(b) The board shall develop and periodically revise the criteria to be used to 
determine whether a proposed capital improvement project, or acquisition or 
expenditure for capital improvements, may be included in a six-year strategic 
capital improvement plan. The board shall obtain the advice and recommendations 
of the bond review board before developing or revising the criteria. 

Sec. 4. COOPERATION BY STATE AGENCIES. (a) The governor and the 
board shall solicit the advice and recommendations of each state agency before 
adopting a six-year strategic capital improvement plan. In formulating a six-year 
strategic capital improvement plan. the governor and the board shall take into 
account each agency's strategic plan for operations, as developed under Article 
6252-31 Revised Statutes. 
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(b) The governor and the board may require a state agency to: 
(I) submit information, reports, plans, and documentation; 
(2) answer inquiries; and 
(3) cooperate in the preparation of any plan. 

Sec. 5. ADVISORY COMMITTEE. (a) The governor and the board may 
establish an advisory committee composed of officers and employees of the 
Department of Information Resources, the State Purchasing and General Services 
Commission, the bond review board. and other state agencies. The committee shall 
advise the governor and the board as to the development and content of a six-year 
strategic capital improvement plan. 

(b) The advisory committee members' service on the committee is an 
additional duty of their respective offices or employments. 

SECTION 16.03. Chapter 316, Government Code, is amended by adding 
Subchapter F to read as follows: 

SUBCHAPTER F. ACQUISITIONS OF CAPITAL IMPROVEMENTS 
Sec. 316.051. DEFINITIONS. In this subchapter: 

(I) "Appropriated funds" means money appropriated by a General 
Appropriations Act. 

(2) "Board" means the bond review board established bv Chapter 
1078, Acts of the 70th Legislature, Regular Session, 1987 (Article 717k-7, Vernon's 
Texas Civil Statutes). 

(3) "Capital improvement" has the meaning assigned by Section l, 
Article 6252-32, Revised Statutes, and includes equipment. 

(4) "Equipment" has the meaning assigned by Section 1A(7), Chapter 
5, Acts of the 68th Legislature, 2nd Called Session, 1984 (Article 60ld, Vernon's 
Texas Civil Statutes). 

(5) "Obligations" has the meaning assigned by Section 1A(8), Chapter 
5, Acts of the 68th Legislature, 2nd Called Session, 1984 (Article 60ld, Vernon's 
Texas Civil Statutes). 

(6) "Six-year strategic capital improvement plan" means the plan 
referred to by that term adopted under Article 6252-32. Revised Statutes. 

Sec. 316.052. CAPITAL BUDGET. A capital budget for a biennium 
consists of a summary of capital improvement purchases based on the six-year 
strategic capital improvement plan to be funded under a proposed General 
Appropriations Act. 

Sec. 316.053. REVIEW OF CAPITAL BUDGET. (a) A capital budget shall 
be delivered to the board for review and recommendations. 

(b) For each capital improvement acquisition included in a capital budget, the 
board shall: 

( 1) recommend whether the capital improvement should be 
purchased with current appropriations or through the incurrence of debt; 

(2) recommend the method for and timing of the incurrence of any 
recommended debt; and 

(3) report on the impact any recommended incurrence of debt would 
have on the state. 

(c) The board may adopt rules and procedures to administer this section. 
Sec. 316.054. PROHIBITIONS. (a) Except as provided by Subsection (b), a 

state agency may not usc appropriated funds to acquire a capital improvement 
unless: 

(I) a General Appropriations Act appropriates funds for the 
acquisition; and 

(2) the acquisition complies with the debt issuance plan for the 
biennium. if it is to be acquired through the incurrence of debt. 

(b) The legislature may appropriate money and the state agency receiving the 
appropriation may use the appropriated funds to acquire a capital improvement 
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that is not included in the current six-year strategic capital improvement plan if a 
natural disaster, emergency. or other change in circumstances makes the acquisition 
necessary. 

Sec. 316.055. CAPITAL BUDGET EXPENDITURE PLANS. {a) A capital 
budget expenditure plan for a biennium consists of the provisions in a General 
Appropriations Act as to whether capital improvements funded in the Act shall be 
purchased with current appropriations or through the incurrence of debt. 

(b) In adopting a capital budget expenditure plan, the legislature shall consider: 
(I) recommendations of the board; and 
(2) the debt statistics submitted by the board under Sections 7 A and 

7B, Chapter 1078, Acts of the 70th Legislature, Regular Session, 1987 (Article 
717k-7, Vernon's Texas Civil Statutes). 

Sec. 316.056. DEBT ISSUANCE PLANS. (a) A debt issuance plan for a 
biennium consists of the provisions in a General Appropriations Act as to the 
method for and timing of incurring debt to acquire capital improvements in the 
capital budget. 

(b) In adopting a debt issuance plan, the legislature shall consider: 
(I) recommendations made by the board under Section 3!6.053(b); 

(2) debt statistics submitted by the board under Sections 7 A and 7B, 
Chapter 1078, Acts of the 70th Legislature, Regular Session, 1987 (Article 717k-7, 
Vernon's Texas Civil Statutes). 

(c) A debt issuance plan may direct the board to issue obligations to finance: 
( 1) the acquisition of a capital improvement if the improvement is 

equipment; and 
(2) multiple acquisitions of capital improvements if the 

improvements are equipment. 
ARTICLE 17 

SECTION 17.01. Title !lOA, Revised Statutes, is amended by adding Article 
6252-5f to read as follows: 

Art. 6252-5f. INDIRECT COST RECOVERY PROGRAM 
Sec. 1. DEFINITIONS. In this article: 

(I) "Indirect cost" means the cost of administering a state or federally 
funded program, other than the actual cost of the program and includes the costs 
of providing statewide support services. 

(2) "Federally reimbursable indirect costs" means costs, as defined by 
Federal Management Circular A-87 or subsequent revisions of or successors to that 
circular, that are incurred by state agencies in support of federally funded programs 
and that are eligible for reimbursement from the federal government, excluding 
research programs at institutions of higher education which are funded by federal 
grants. 

(3) '"State agency" means any department, board, commission, or 
other entity that is in the executive branch of state government, has statewide 
jurisdiction, and administers one or more programs to provide services to the public 
or regulation of persons engaged in an occupation or activity. 

Sec. 2. STATEWIDE COST ALLOCATION PLAN. (a) The office of the 
governor shall annually prepare a statewide cost allocation plan to identify the costs 
of providing statewide support services to each state agency. including costs for 
auditing, accounting, budgeting, centralized purchasing, and legal services. The plan 
shall also allocate to each state agency an appropriate portion of the total costs of 
statewide support services and identify, to the extent possible, how much of the 
portion is reimbursable bv the federal government. 

(b) The office of the governor shall distribute a copy of the plan to each state 
agency. 
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(I) the amount received as federally reimbursable indirect costs; or 
(2) the amount allocated to the state agency in the governor's 

statewide cost allocation plan for the cost of providing statewide support services 
to that state agency. 

(b) In addition to revenue from other sources, the legislature may appropriate 
the estimated amount to be received by a state agency as federally reimbursable 
indirect costs during any fiscal biennium to the agency for any purpose. If the 
amount recovered by the agency during the fiscal biennium exceeds the estimated 
amount, the excess amount may be included in the appropriation for that agency. 

(c) Subsection (a) of this section does not apply to funds received by an agency 
as federally reimbursable indirect costs to the extent that the agency has previously 
paid another state agency for the services that have been reimbursed. 

SECTION 17.02. Each state agency shall adopt and implement an initial 
indirect cost recovery plan under Article 6252-Sf, Revised Statutes, as added by this 
Act, not later than January I, !992. 

ARTICLE 18 
SECTION 18.0 I. Section 3 I 7 .002, Government Code, is amended to read 

as follows: 
Sec. 317.002. TYPES OF [GOVERNOR'S] PROPOSALS TO AFFECT 

APPROPRIATIONS. (a) The governor or Legislative Budget Board may propose 
that a state agency be prohibited from spending, obligating the expenditure of, or 
distributing part or all of an appropriation made to the agency unless the amount 
is reappropriated by the legislature or is released, or expenditures are approved, as 
provided in the proposal. 

(b) After finding that an emergency exists, the governor or Legislative Budget 
Board may propose that the authority to spend, obligate the expenditure of, or 
distribute part or all of an appropriation made to a state agency: 

(I) be transferred to another state agency to be used for a specified 
purpose; or 

(2) be retained by the agency to which the appropriation was made 
but used for a purpose different from or additional to the purpose for which the 
appropriation was made. 

(c) The governor or Legislative Budget Board may propose a change in the time 
that an appropriation is distributed or otherwise made available to a state agency, 
whether the time of distribution or availability is set by appropriations act or general 
law. 

SECTION 18.02. The heading to Section 317.003, Government Code, is 
amended to read as follows: 
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Sec. 317.003, TIME AND SCOPE OF [GOVERNOR'S] PROPOSAL. 
SECTION 18.03. Subsection (a), Section 317.003, Government Code, 1s 

amended to read as follows: 
(a) The governor or Legislative Budget Board may make a proposal at any time 

except during a regular or special session of the legislature. A proposal may apply 
to an appropriation that has been made for any specified fiscal year that has not 
ended at the time the proposal is made. 

SECTION 18.04. Sections 317.004, 317.005, 317.006, and 317.007, 
Government Code, are amended to read as follows: 

Sec. 317.004. PUBLICATION OF PROPOSAL. The entity making a 
proposal (goou um] shall specify the details of the [a] proposal, including, for a 
proposal made under Section 3!7.002{b), a statement describing the emergency. 
The entity making a proposal [gam um] shall direct the secretary of state to publish 
each proposal, including any accompanying statements, in the Texas Register. 

Sec. 317.005. [LEGISLATIVE BUDGET BO>'<RD] ACTION ON 
PROPOSAL. (a) After a governor's proposal under this chapter is published in the 
Texas Register, the Legislative Budget Board may conduct a public hearing on the 
proposal. The board shall give notice of a hearing under this section in the manner 
provided by law for notice of regular meetings of the board. The board also shall 
provide notice by mail of its meetings to each member of the legislature. The notice 
of the meeting must include a description of the nature of the proposal or order to 
be considered. If the agenda includes a public hearing on a proposal, the notice must 
so state. 

[(b)] After a hearing and at a meeting held not less than I 0 days afterthe date 
notice of the meeting was given in the manner provided for regular board meetings, 
in response to a governor's proposal the board, subject to the restrictions provided 
by Subsection (e), may: 

{I) ratify the proposal by adopting an order changing the relevant 
appropriation in the manner specified in the proposal; 

(2) reject the proposal; or 
(3) recommend changes in the proposal. 

(b) Jn response to a proposal by the board, the governor may take any action 
specified by Subsection (a) for board action on a governor's proposal. 

(c) A recommended change in a proposal may include recommendations for 
a change in: 

(I) the proposed amount of money withheld or transferred; 
(2) the proposed purpose for which the appropriation may he used; 
(3) the proposed period for which an appropriation may not be 

expended, obligated, or distributed; 
(4) the source or recipient of a proposed transfer; or 
(5) a proposed time of distribution or availability of the appropriation 

that is the subject of the proposal. 
(d) If the governor or the board recommends a change in a [govcmm's) 

proposal by the other entity, the recommending entity [board] may adopt a 
contingent order changing the relevant appropriation in the manner specified in the 
[boanl] recommendations. 

(e) Neither the governor nor the (The] board may [not] adopt an order under 
this section: 

( 1) expressly postponing the time, whether set by appropriations act 
or general law, that an appropriation is distributed or otherwise made available to 
a state agency, for a period that exceeds 180 days; 

(2) reducing or eliminating an appropriation for the salary of an 
elected state official or a member of a board or commission appointed by the 
governor; or 
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(3) reducing or eliminating an appropriation to a state agency that 
receives appropriations under Article VI of the General Appropriations Act[;-or 

[(4) if, aftcr the OtdCI takes effect, the tot<rl appwptiation fm an)! 
affected state agency fm the fiscal yca1 in which the otdcr would be dfcctin would 
be decreased by mmc than te pcJcent, 01 inuwscd by moiC than fnc percent, fwm 
the amount set by the lcgislatme fot that agenq fm that fiscal yea I]. 

(f) The governor or [Subject tv the limitation PIV"idcd by Subsection (c)(4), 
the] board may adopt an order under this section withholding or transferring any 
portion of the total amount appropriated to finance the foundation school program 
for a fiscal year. The governor or board may not adopt such an order if it would 
result in an allocation of money between particular programs or statutory 
allotments under the foundation school program contrary to the statutory proration 
formula provided by Section 16.254(d), Education Code. The governor or board 
may transfer an amount to the total amount appropriated to finance the foundation 
school program for a fiscal year and may increase the basic allotment. The governor 
or board may adjust allocations of amounts between particular programs or 
statutory allotments under the foundation school program only for the purpose of 
conforming the allocations to actual pupil enrollments or attendance. 

(g) The affirmative vote of a majority of the members of the board from each 
house is necessary for the adoption of an order by the board under this section. 

(h) If either the governor or the board adopts an order under this section, the 
entity adopting the order [board] shall notify the proposing entity [goVCinm], the 
comptroller, the state treasurer, and the affected state agencies. Unless the order is 
a contingent order, the entity adopting the order [board] shall file a copy of the order 
with the secretary of state for publication in the Texas Register. 

Sec. 317.006. [GOVERNOR'S] ACTION ON CONTINGENT ORDER. 
The governor or board shall approve or reject each contingent order adopted under 
Section 317.005(d) by the other entity. The governor or board shall notify the other 
entity [board], the comptroller, the state treasurer, and the affected state agencies 
of the approval or rejection and shall direct the secretary of state to publish notice 
of the action in the Texas Register. 

Sec. 317.007. EXPIRATION OF PROPOSAL OR CONTINGENT 
ORDER. A [govu 1101's] proposal made by the governor or board under this chapter 
expires if the other entity [board) does not adopt an order ratifying or changing the 
proposal before the 31st day after the date the proposal is published in the Texas 
Register. A contingent order adopted by the governor or board under this chapter 
expires if the other entity [govu nm] does not approve the order before the 31st day 
after the date the proposal on which the order is based is published in the Texas 
Register. A [govcmm's] proposal or contingent order of either entity also expires 
if a regular or special session of the legislature begins before, respectively, the other 
entity [board] has ratified the proposal or [the govewm] has approved the 
contingent order. 

SECTION 18.05. Subsection (a), Section 317.008, Government Code, is 
amended to read as follows: 

(a) An order adopted by the governor or the Legislative Budget Board under 
this chapter, other than a contingent order adopted under Section 317.005(d), takes 
effect on the date of adoption, unless the order specifies a later date. A contingent 
order adopted under Section 317 .OOS(d) and approved [by the go•tiiiOI I under this 
chapter takes effect on the date of approval, unless the order specifics a later date. 

ARTICLE 19 
SECTION 19.01. Section 316.002, Government Code, is amended by adding 

Subsections (d) and (e) to read as follows: 
(d) To ensure compliance with Article VIII, Section 22, of the Texas 

Constitution, the Legislative Budget Board may not transmit in any form to the 
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governor or the legislature the budget as prescribed by Section 322.008(c) or the 
appropriations bill as prescribed by Section 322.008(d) until the limit on the rate 
of growth of appropriations has been adopted as required by this subchapter. 

(e) In the absence of an action by the Legislative Budget Board to adopt a 
spending limit as provided in Subsections (a) and (b), the estimated rate of growth 
in the state's economy from the current biennium to the next biennium shall be 
treated as if it were zero. and the amount of state tax revenues not dedicated by the 
constitution that could be appropriated within the limit established by the estimated 
rate of growth in the state's economy shall be the same as the level of appropriations 
for the current biennium. 

ARTICLE 20 
SECTION 20.0 L Section 3.007(b), Texas Incentive and Productivity Act 

(Article 6252-29a, Vernon's Texas Civil Statutes), as amended by Chapter 150, Acts 
of the 72nd Legislature, Regular Session, 1991, is amended to read as follows: 

(b) From the funds in the state agency's or division's productivity bonus 
account, the commission shall award to the eligible employees of the agency or 
division an amount not to exceed 25 percent of the amount in that account. The 
awarded amount shall be distributed in equal shares to the eligible current 
employees of the agency or division. A bonus made to any individual employee may 
not exceed $1,000 [$5;006]. An eligible employee who worked in the agency or 
division for less than the full fiscal year or on a part-time basis is entitled to a pro 
rata share based on the fraction of the fiscal year and the average fraction of the work 
week that the employee worked in the agency or division. An eligible employee 
under this section .is an employee who: 

(I) is an hourly, part-time, or temporary employee; 
(2) is a classified employee under the Position Classification Act of 

1961 (Article 6252-11, Vernon's Texas Civil Statutes); or 
(3) performs functions that are equivalent to functions performed by 

a classified employee in other state agencies. 
ARTICLE 21 

SECTION 2 LO I. (a) Notwithstanding Subsection (a), Section 4, Chapter 16, 
Acts of the ?1st Legislature, Regular Session, 1989, the comptroller of public 
accounts shall make the monthly payments from the General Revenue Fund to the 
state contribution account of the trust fund for the Teacher Retirement System of 
Texas for the months of June, July, and August of 1991 not later than August 31, 
1991. 

(b) If no portion of this Act may take effect in accordance with law before 
September I, 1991, this section has no effect. 

SECTION 21.02. (a) Notwithstanding Subsection (c), Section 403.093, 
Government Code, the comptroller may not make monthly payments from the 
general revenue fund to the state contribution account of the trust fund for the 
Teacher Retirement System ofTcxas during June, July, or August of 1993. Not later 
than September 3, 1993, the comptroller shall make the payments for those months 
deferred by this section. 

(b) Each month in which any portion of a payment deferred by this section 
remains unpaid, the comptroller shall transfer to the state contribution account of 
the trust fund for the Teacher Retirement System of Texas from the general revenue 
fund an amount certified by the Teacher Retirement System of Texas that is equal 
to the greater of eight percent of or the rate of yield that would have been earned 
on the unpaid deferred amount if monthly contributions to the Teacher Retirement 
System of Texas had been made as provided by Subsection (c), Section 403.093, 
Government Code, for that month and for each previous month of the fiscal year 
in which the payments have been deferred as provided by this section, and had been 
invested. 



626 SENATE JOURNAL-FIRST CALLED SESSION 

ARTICLE 22 
SECTION 22.01. (a) Section 13B, Texas Employees Uniform Group 

Insurance Benefits Act (Article 3.50-2, Vernon's Texas Insurance Code), is amended 
by adding Subsection (d) to read as follows: 

(d) Each employee shall be enrolled in the premium conversion benefit portion 
of the cafeteria plan unless the employee notifies the trustee in writing that the 
employee elects not to be enrolled. Notwithstanding any provision of Section 16B 
of this Act to the contrary, the trustee may not establish a fee or charge for 
administering the premium conversion benefit portion of the cafeteria plan. 

(b) An employee employed on the effective date of this article who is not 
enrolled in the premium conversion benefit portion of the cafeteria plan on that date 
shall be enrolled, in accordance with Section 13B(d), Texas Employees Uniform 
Group Insurance Benefits Act (Article 3.50-2, Vernon's Texas Insurance Code), as 
added by this Act, in the premium conversion benefit portion of the cafeteria plan 
unless the employee notifies the trustee that the employee elects not to be enrolled. 
The enrollment begins on the first day of the month beginning after the effective 
date of this article if the election is not made before the first day of that month. 

SECTION 22.02. This article takes effect September I, 1992. 
ARTICLE 23 

SECTION 23.01. Section 152.121, Tax Code, is amended to read as follows: 
Sec. 152.121. [AMOUNT OF] TAX SENT TO COMPTROLLER[; 

FREQUENCY OF REMITTANCE]. (a) The county tax assessor-collector shall 
send [95 pCiant of] the money collected from taxes and penalties imposed by this 
chapter to the comptroller[, and shaft Jetain five pCJceut of the taxes and penaitics 
collected unde1 this cltaptu as fees of office 01 to be paid iuto tl1c officus' salaty fund 
of the county as pwvidcd by gcnCJallaw. 

[(b) The state pm tion of the taxes collected undc1 this chaptct by a county tax 
asscssm-collcctm shall be sent to the comphollct] as follows: 

(1) on the lOth day of each month if during the last preceding state 
fiscal year less than $2 million of the taxes and penalties imposed by this chapter 
was collected by the office of the county tax assessor-collector; 

(2) once each week if during the last preceding state fiscal year $2 
million or more, but less than $10 million, of the taxes and penalties imposed by 
this chapter was collected by the office of the county tax assessor-collector; or 

(3) daily (as collected) if during the last preceding state fiscal year $10 
million or more of the taxes and penalties imposed by this chapter was collected by 
the office of the county tax assessor-collector. 

il!) [(c)] Taxes on metal dealer plates collected by the State Department of 
Highways and Public Transportation shall be deposited by the department in the 
state treasury in the same manner as are other taxes collected under this chapter. 

(c) If the amount of net collections under Chapter 88, General Laws, Acts of 
the 41st Legislature, 2nd Called Session, 1929 (Article 6675a-l et seq., Vernon's 
Texas Civil Statutes). is insufficient to cover the amount of those net collections 
authorized to be retained by a county as a percentage of the tax and penalties 
collected under this chapter, the comptroller shaH on request of the county tax 
assessor-collector authorize the county to retain a portion of the tax and penalties 
collected under this chapter to cover the deficiency. 

SECTION 23.02. Section I O(a), Chapter 88, General Laws, Acts of the 41st 
Legislature, 2nd Called Session, 1929 (Article 6675a-IO, Vernon's Texas Civil 
Statutes), as amended by H.B. 1376, Acts of the 72nd Legislature, Regular Session, 
1991, is amended to read as follows: 
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(a) Except as provided by Subsections (c-1), (c-2), (c-3), and (c-4) of this section, 
on Monday of each week each County Tax Collector shall deposit in the County 
Depository of his County to the credit of the County Road and Bridge Fund an 
amount equal to one hundred per cent ( 1 00%) of net collections made hereunder 
during the preceding week until the amount so deposited for the current calendar 
year shall have reached a total sum of Sixty Thousand Dollars ($60,000), plus Three 
Hundred and Fifty Dollars ($350) for each mile of county road, not to exceed five 
hundred (500) miles, maintained by the County according to the latest data 
available from the State Department of Highways and Public Transportation~ 
an amount equal to five per cent (5%) of the tax and penalties collected under 
Chapter 152, Tax Code, in the preceding calendar year. All of the amount of the 
tax and penalties collected under Chapter 152, Tax Code, in the preceding calendar 
year that is retained by a county under this subsection shall be used for county road 
construction, maintenance, and rehabilitation, for bridge construction, 
maintenance, and rehabilitation, for purchase of right-of-way for road or highway 
purposes, or for relocation of utilities for road or highway purposes. On or before 
January 30 of each year, each county shall file a report. in a form promulgated by 
the State Department of Highways and Public Transportation, with the State 
Engineer-Director for the State Department of Highways and Public Transportation 
that accurately sets forth the amounts and purooses of all expenditures of the tax 
and penalties collected under Chapter 152, Tax Code. and retained by the county 
under this subsection. 

SECTION 23.03. This article takes effect January I, 1992. 
ARTICLE 24 

SECTION 24.0 1. Subsection (a), Section 153.502, Tax Code, is amended to 
read as follows: 

(a) On or before the fifth workday after the end of each month, [of the fi!St II 
months of the fiscal yeat and on m beNne August 31 of each ycat) the comptroller, 
after making the deductions for refund purposes, shall determine as accurately as 
possible, for the period since the latest determination under this subsection, the 
number of gallons of fuel used in motorboats on which the gasoline tax has been 
paid to this state, and on which refund of the tax has not been made and against 
which limitation has run for filing claim for refund of the tax. From the number 
of gallons so determined the comptroller shall compute the amount of taxes that 
would have been refunded under the law had refund claims been filed in accordance 
with the law. 

SECTION 24.02. Section 153.503, Tax Code, is amended to read as follows: 
Sec. 153.503. ALLOCA TJON OF GASOLINE TAX. On or before the fifth 

workday after the end of each month, [of the fu st ll months of tire f1scal yca1 and 
011 August 31 of caclr yca1] the comptroller, after making all deductions for refund 
purposes and for the funds derived from unclaimed refunds, shall allocate the net 
remainder of the taxes collected under Subchapter B of this chapter as follows: 

(I) one-fourth of the tax shall be deposited to the credit of the available 
school fund: 

(2) one-half of the tax shall be deposited to the credit of the state 
highway fund for the construction and maintenance of the state road system under 
existing law; and 

(3) from the remaining one-fourth of the tax the comptroller shall: 
(A) deposit to the credit of the county and road district 

highway fund all the remaining tax receipts until a total of $7,300,000 has been 
credited to the fund each fiscal year; and 
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(B) after the amount required to he deposited to the 
county and road district highway funds has been deposited, deposit to the credit of 
the state highway fund the remainder of the one-fourth of the tax, the amount to 
be provided on the basis of allocations made each month of the fiscal year, which 
sum shall be used by the State Department of Highways and Public Transportation 
for the construction, improvement, and maintenance of farm-to-market roads. 

SECTION 24.03. Section 153.504, Tax Code, is amended to read as follows: 
Sec. 153.504. ALLOCATION OF DIESEL FUEL TAX. On or before the 

fifth workday after the end of each month, [of the fust 11 months of the fiscal yedi 
and 011 August 31] the comptroller, after making deductions fOr refund purposes, 
and for the administration and enforcement of this chapter, shall allocate the 
remainder of the taxes collected under Subchapter D of this chapter as follows: 

(I) one-fourth of the taxes shall be deposited to the credit of the 
available school fund: and 

(2) three-fourths of the taxes shall be deposited to the credit of the state 
highway fund. 

SECTION 24.04. Section 153.505, Tax Code, is amended to read as follows: 
Sec. 153.505. ALLOCATION OF LIQUEFIED GAS TAX. On or before the 

fifth workday after the end of each month. [of the fn st ll months of the fiscal yea• 
and on August 3 I] the comptroller, after making deductions for refund purposes 
and for the administration and enforcement of this chapter, shall allocate the 
remainder of the taxes collected under Subchapter B of this chapter as follows: 

(I) one-fourth of the taxes shall be deposited to the credit of the 
available school fund: and 

(2) three-fourths of the taxes shall be deposited to the credit of the state 
highway fund. 

SECTION 24.05. This article takes effect January I, 1992. 
ARTICLE 25 

SECTION 25.01. Section I, Chapter 215, Acts of the 7lst Legislature, Regular 
Session, 1989 (Article !182m, Vernon's Texas Civil Statutes), is amended to read 
as follows: 

Sec. 1. Pursuant to Article III, Section 52-a, of the Texas Constitution, any 
home-rule city with a population exceeding 100,000 [TSe;eOO] based on the most 
recent federal decennial census is authorized to create programs for the grant of 
public money to any organization exempt from taxation under Section 50I(a) of 
the Internal Revenue Code of 1986 as an organization described in Section 501(c)(3) 
of that code for the public purposes of development and diversification of the 
economy of the state, elimination of unemployment or underemployment in the 
state, and development or expansion of commerce in the state. The grants shall be 
in furtherance of such public purposes and shall be used by the recipient as 
determined by the recipient's governing board for programs found by the home-rule 
city to be in furtherance of this Act and under conditions prescribed by the 
home-rule city. 

ARTICLE 26 
SECTION 26.0 I. The Uniform Statewide Accounting Project Act is enacted 

to read as follows: 
Sec. I. SHORT TITLE. This Act may be cited as the Uniform Statewide 

Accounting Project Act. 
Sec. 2. DEFINITIONS. In this Act: 

(I) "Committee" means the Project Advisory Committee. 
(2) "Comptroller" means the comptroller of public accounts. 
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(3) "Project" means the Uniform Statewide Accounting Project. 
(4) "Project director" means the director of the Uniform Statewide 

Accounting Project. 
(5) "State agency" has the meaning assigned by Section 403.ot3, 

Government Code. 
(6) "Uniform Statewide Accounting Project" encompasses all the 

components of the uniform statewide accounting system, as defined by Section I, 
Article 4348e. Revised Statutes, as developed or revised by the committee, 
including: 

(A) the Uniform Statewide Accounting System (USAS) 
and related subsystems; 

(B) the Uniform Statewide Payroll System (USPS); 
(C) the Human Resource Information System (HRIS); 
(D) the Budget Execution and Monitoring System 

(BEAMS); and 
(E) the statewide telecommunication network system. 

Sec. 3. PROJECT. The Uniform Statewide Accounting Project is established 
as an agency within the executive branch of state government. 

Sec. 4. PROJECT ADVISORY COMMITTEE. (a) The project advisory 
committee consists of: 

Resources; 

and 

(I) the comptroller, who shall be chairman; 
(2) the governor; 
(3) the lieutenant governor; 
(4) the speaker of the house of representatives; 
(5) the executive director of the Department of Information 

(6) the state treasurer; 
(7) the state auditor; and 
(8) eight appointees of the governor, consisting of: 

{A) an employee of the Legislative Budget Board; 
(B) an individual with education experience; 
(C) an individual with natural resources experience; 
(D) an individual with criminal justice experience; 
(E) an individual with human services experience; 
(F) an individual w.ith business regulation experience; 

(G) an individual with employee benefits experience. 
(b) The committee shall meet monthly or at the call of the chairman. The 

governor, lieutenant governor, speaker of the house of representatives, and 
comptroller may designate another person to serve in the member's place on the 
committee. However, the designee of the governor must be an employee of the 
governor's office, the designee of the lieutenant governor must be a member of the 
senate, the designee of the speaker of the house of representatives must be a memher 
of the house of representatives, and the designee of the comptroller must be an 
employee of the comptroller's office. 

(c) The members of the committee are entitled to reimbursement of their 
expenses as provided by law. 

(d) The committee shall review and make recommendations to the project 
director concerning matters relating to the project. 
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Sec. 5. PROJECT DIRECTOR. The comptroller shall appoint a project 
director to administer the project. The project director reports directly to the 
comptroller or chief deputy comptroller. An appointee must be qualified by training 
and experience to perform the duties of the project director. 

Sec. 6. DUTIES OF PROJECT DIRECTOR; CONTRACTS. (a) The project 
director shall: 

project; and 

(I) administer the project as provided by this Act; 
(2) employ and remove staff; 
(3) administer all funds entrusted to the project; 
( 4) obtain necessary office space, equipment, and supplies for the 

(5) contract for goods and services necessary to carry out the 
provisions of this Act. 

(b) Contracts entered into by the project director are not subject to: 
(I) the State Purchasing and General Services Act (Article 60 I b, 

Vernon's Texas Civil Statutes); 
(2) the Professional Services Procurement Act (Article 664-4, 

Vernon's Texas Civil Statutes); or 
(3) Chapter 454, Acts of the 65th Legislature, Regular Session, 1977 

(Article 6252-llc, Vernon's Texas Civil Statutes). 
(c) The project director must submit all proposed contracts for professional or 

consulting services and all proposed purchases of computer equipment or software 
to the committee and specifically to the executive director of the Department of 
Information Resources for review and recommendation before procurement. 

Sec. 7. AGENCY COOPERATION. A state agency shall make available to 
the project director all records of the agency for purposes of developing and 
implementing the project. On implementation of the project the comptroller may 
require a state agency to replace its internal accounting and payroll system with 
project components to provide a standard approach to internal accounting. 

Sec. 8. SUPPORT SERVICES. The comptroller shall provide support 
services for the project, including accounting, purchasing, and personnel services. 
The cost of the services shall be paid from funds appropriated to the comptroller. 
The comptroller may recover from a state agency the cost of implementation or use 
of any component of the project by the agency. 

SECTION 26.02. Section 10.02, State Purchasing and General Services Act 
(Article 601b, Vernon's Texas Civil Statutes), is amended to read as follows: 

Sec. 10.02. SYSTEM OF TELECOMMUNICATIONS SERVICES. (a) The 
commission shall [plan, establish, and] manage the operation of a system of 
telecommunications services for all state agencies. Each agency shall identify its 
particular telecommunications services requirements and the site at which the 
service shall be provided. 

(b) The commission shall fulfill the telecommunications requirements of each 
state agency to the extent possible and to the extent that funds are appropriated or 
available for this purpose. 

(c) The commission. Department of Information Resources, and comptroller 
shall jointly develop functional requirements for a statewide system of 
telecommunications services for all state agencies. Existing networks, as configured 
on tbe effective date of this subsection, of institutions of higher education are 
exempt. 

(d) The commission, Department oflnformation Resources, and comptroller 
shall develop requests for information and proposals for a statewide system of 
telecommunications services for all state agencies. 
~ The commission. Department oflnformation Resources. and comptroller 

shall [may] negotiate rates and execute contracts with telecommunications service 
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providers for services. Those entities (The commission] may acquire transmission 
facilities by purchase, lease, or lease-purchase, which shall be done on a competitive 
bid basis if possible. Those entities {The commission] may develop, establish, and 
maintain carrier systems necessary to the operation of the telecommunications 
system. The commission may own, lease, or tease-purchase any or all of the facilities 
or equipment necessary to provide telecommunications services. 

ill ((dj] All contracts with telecommunications carriers shall contain the 
provision that the commission or any participating agency may obtain any data 
relating to the costs to the state of parallel tolls. 

SECTION 26.03. Section I 0.03(a), State Purchasing and General Services Act 
(Article 60lb, Vernon's Texas Civil Statutes), is amended to read as follows: 

(a) In order to insure efficient operation [utilization] of telecommunications 
systems at minimum cost to the state, the commission shall promulgate and 
disseminate to all agencies appropriate (policies,] guidelines, operating procedures, 
and telephone directories. 

SECTION 26.04. The Information Resources Management Act (Article 
4413(32j), Revised Statutes) is amended by adding Section 9A to read as follows: 

Sec. 9A. TELECOMMUNICATIONS PLANNING AND POLICY. (a) The 
department shall establish plans and policies for a system of telecommunications 
services to be managed and operated by the State Purchasing and General Services 
Commission. 

(b) The department, comptroller, and State Purchasing and General Services 
Commission shall develop a statewide telecommunications operating plan for all 
agencies that implements a statewide network and includes technical specifications 
that are binding on the managing and operating agency. 

(c) On matters relating to statewide telecommunications issues the department 
shall: 

(1) coordinate its duties in this section with the comptroller towards 
the goal of a single centralized telecommunications network; and 

(2) coordinate with other agencies as appropriate. 
(d) The department shall promulgate and disseminate to all agencies 

appropriate policies and standards that govern the cost-effective and efficient 
management, operation, and utilization of state telecommunications services. 

(e) Each agency shall comply with the rules, policies, standards, and guidelines 
promulgated under this section. · 

SECTION 26.05. This article takes effect September I, 1991, but only if any 
portion of this Act may take effect in accordance with law before the 90th day after 
the adjournment of the session of the legislature in which this Act is enacted; 
otherwise, this article takes effect on the first day of the first month that begins at 
least 90 days after the adjournment of that session of the legislature. 

ARTICLE 27 
SECTION 27.01. The state auditor shall conduct a financial and program 

audit on or before August 31, 1993, of the management, finances, and investment 
practices of the Teacher Retirement System of Texas. 

ARTICLE 28 
SECTION 28.01. The provisions of this Act take effect as provided by each 

article. If a provision of this Act does not have a specified effective date, or if the 
specified effective date is not effective, the provision takes effect on the earliest date 
permitted for a provision of this Act to take effect under Article 111, Section 39, of 
the Texas Constitution. 

SECTION 28.02. The impnrtance of this legislation and the crowded 
condition of the calendars in both houses create an emergency and an imperative 
public necessity that the constitutional rule requiring bills to be read on three several 
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days in each house be suspended, and this rule is hereby suspended, and that this 
Act take effect and be in force according to its terms, and it is so enacted. 

The Conference Committee Report was read and was filed with the Secretary 
of the Senate. 

MEMORIAL RESOLUTIONS 

S.R. 185 - By Sims: In memory of Trace Gipson of Rankin. 

S.R. 191 -By Lucio: In memory of James Gilbert Philen, Jr., of Brownsville. 

S.R. 192- By Barrientos: In memory of The Honorable Charles D. Mathews, 

CONGRATULATORY RESOLUTIONS 

H.C.R. 18 - (Tejeda): Paying tribute to all the individuals who have been 
honored by receiving the Purple Heart and commending the members of the 
Military Order of the Purple Heart for their exemplary contributions. 

S.C.R. 19 - By Ratliff: Extending congratulations to Charles B. Smith upon 
his retirement from SWEPCO after 44 years of service. 

S.R. 177 - By Haley: Recognizing Sheriff Aubrey Cole upon his retirement 
from his position as Jasper County Sheriff. 

S.R. 178- By Barrientos: Recognizing Evia B. Lehman, who recently retired 
after 42 years of distinguished service with the Austin State School. 

S.R. 179- By Barrientos: Recognizing Clarence Lehman who recently retired 
after 45 years of meritorious service with the Austin State School. 

S.R. 180 - By Barrientos: Recognizing the Texas General Land Office and 
Ruth's Chris Steakhouse for their Town Lake Cleanup Campaign scheduled for 
Saturday, August 17, 1991. 

S.R. 183 - By Ellis: Recognizing Lisa Luis, special assistant in the district 
office of Senator Rodney Ellis, for her exceptional work. 

S.R. 184- By Ellis: Recognizing Elizabeth L. Rangel, district office manager 
for Senator Rodney Ellis, for her outstanding accomplishments during her tenure. 

S.R. 186- By Sims: Recognizing Dolores Arredondo on the occasion of her 
103rd birthday. 

S.R. 187- By Sims: Recognizing Mrs. Minta Grimes on the occasion of her 
IOOth birthday. 

S.R. 188 - By Sims: Recognizing Mrs. Clara Sparger Ivy of Robert Lee on 
the occasion of her I 02nd birthday. 

S.R. 189 - By Lucio: Honoring G. G. Garcia of Edinburg on the occasion 
of his retirement after a distinguished career of more than 40 years with the State 
Department of Highways and Public Transportation. 

S.R. 190 - By Lucio: Honoring American Legion Post 205 for 71 years of 
exceptional service to the veterans of Brownsville. 

ADJOURNMENT 

On motion of Senator Brooks, the Senate at 8:12 a.m. adjourned, in memory 
of The Honorable John E. Birdwell, Jr., of Lubbock, and Mrs. Judy Carolyn 
Davenport of Longview, until II :00 a.m. today. 


